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FLOOD  AND  DISASTER  RELIEF  IN  THE 

MIDWEST 


FRIDAY,  JULY  16,  1993 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Washington,  DC. 
The  committee  met,  pursuant  to  notice,  at  10:09  a.m.,  in  room 
SD-138,  Dirksen  Senate  Office  Building,  Hon.  Patrick  J.  Leahy, 
chairman  of  the  committee,  presiding. 

Present  or  submitting  a  statement:  Senators  Leahy,  Pryor, 
Harkin,  Conrad,  Daschle,  Kerrey,  Feingold,  Lugar,  Dole,  Craig, 
Grassley,  Coverdell,  and  Boren. 

STATEMENT  OF  HON.  PATRICK  J.  LEAHY,  A  U.S.  SENATOR  FROM 

VERMONT 

The  Chairman.  Good  morning,  Mr.  Secretary.  I  am  delighted  to 
have  you  here. 

I  am  sure  that  everyone  in  this  room  has  seen  the  pictures  of  the 
flood  devastations  along  the  banks  of  the  Mississippi  River  and 
elsewhere  in  the  Midwest.  As  a  result  of  record  rainfall  this 
summer,  thousands  of  people's  homes  and  livelihoods  have  been  de- 
stroyed. Certainly  I  have  seen  the  pictures  and  I  have  been  moved 
by  them.  I  have  talked  with  President  Clinton  and  others  who  have 
been  out  there  to  see  the  kind  of  devastation  that  would  have  to  be 
shocking  to  anyone. 

When  a  disaster  of  this  proportion  strikes,  the  Federal  Govern- 
ment must  respond.  President  Clinton,  Vice  President  Gore,  and 
Secretary  Espy  have  all  seen  firsthand  the  destruction  of  the  flood. 

Mr.  Secretary,  I  want  to  praise  you.  I  want  to  note  for  the  record 
that  Mike  Espy  has  been  out  to  the  flood  area  three  times  in  the 
last  2  weeks.  He  has  been  in  four  States.  President  Clinton,  who 
was  just  in  Iowa,  is  going  out  to  St.  Louis  and  I  understand  from 
the  Secretary  that  he  is  going  to  be  accompanying  him  early  to- 
morrow morning.  I  think  you  are  leaving  about  dawn,  to  head  out 
there.  I  praise  you  for  that. 

But  what  we  see  on  television  seems  far  removed.  The  issue  is 
not  one  of  statistics  and  numbers,  it  is  a  human  tragedy.  And 
behind  these  statistics  are  people  who  have  lost  everything,  wheth- 
er they  are  people  who  own  a  home,  a  business,  or  a  farm.  To  the 
people  defending  their  homes  from  the  Mississippi  who  look  to 
their  neighbors  nationwide  for  help  in  this  crisis,  I  tell  you  this 
with  confidence:  We  will  act.  Congress  will  work  with  the  President 
to  make  certain  that  aid  is  delivered  quickly. 

(1) 


At  a  time  when  we  can  look,  and  justifiably  so,  for  aid  to  Russia 
and  to  other  countries,  we  obviously  can  look  first  here  at  home 
and  we  will  take  care  of  Americans  who  are  suffering  grievously. 
We  will  act  quickly.  Democrats  and  Republicans  will  join  together 
with  the  President  of  the  United  States  and  with  the  members  of 
the  Cabinet  and  others  who  must  work  on  this  and  we  %vill  work 
together  and  we  will  deliver. 

But  this  crisis  also  comes  at  a  time  when  Congress  is  engaged  in 
a  historic  debate  about  controlling  the  deficit.  We  must  be  fiscally 
responsible  in  deciding  how  programs  are  going  to  provide  assist- 
ance. 

This  emergency  bill  will  mark  the  sixth  time  in  the  last  6  years 
that  bad  weather  has  moved  Congress  to  adopt  an  agricultural 
emergency  relief  bill.  From  1980  to  1990,  not  counting  emergency 
loans  and  other  programs,  we  spent  $8.8  billion  on  emergency 
relief  bills.  Half  of  this  total,  about  $4  billion,  was  for  the  1988 
drought. 

There  are  those  who  believe  that  the  more  fiscally  sound  and  ef- 
ficient way  for  providing  help  to  farmers  affected  by  natural  emer- 
gencies is  through  Federal  crop  insurance.  We  have  a  crop  insur- 
ance program  in  place,  and  we  have  to  ask  ourselves  why  it  isn't 
working  as  well  as  it  could,  or  for  that  matter,  working  as  well  as 
it  should. 

The  best  crop  insurance  program  doesn't  stop  rain.  We  cannot 
win  if  we  are  always  fighting  the  river,  and  today  there  is  more 
rain  and  there  is  more  river.  There  are  tens  of  thousands  of  acres 
in  the  Mississippi  Valley  that  are  often  flooded.  When  these  fields 
are  flooded,  low-interest  farm  loans  are  often  forgiven  under  one 
program,  crop  insurance  payments  are  paid  from  a  second  pro- 
gram, and  field  renovation  is  subsidized  under  yet  a  third  program. 
I  hope  the  administration  arid  the  Congress  will  use  the  voluntary 
Wetland  Reserve  Program,  which  it  strongly  supports,  to  help 
farmers  get  off  this  treadmill  and  give  them  the  capital  they  need 
to  keep  operating. 

We  face  difficult  decisions  on  how  best  to  handle  the  disaster 
relief  effort,  but  let  us  each  keep  in  mind  that  the  driving  force 
behind  what  we  do  is  to  help  the  flood-stricken  people  of  the  Mid- 
west. We  need  to  follow  the  example  of  neighbor  helping  neighbor. 
We  need  to  follow  the  example  of  strangers  who  come  to  people's 
homes  to  help  fill  sandbags,  to  people  who  have  never  met  who  are 
suddenly  loading  trucks  with  each  other's  belongings  so  that  they 
can  escape  the  floods,  to  people  who  may  have  never  seen  each 
other  before  and  may  never  again  working  side  by  side  in  shelters 
and  delivering  food  and  potable  water.  That  is  what  we  have  to  do. 

I  wear  two  hats,  as  chairman  of  this  committee  but  also  as  the 
chairman  of  the  committee  that  handles  our  foreign  aid  appropria- 
tions, and  we  will  have,  as  we  do  each  year,  reflecting  the  interests 
of  the  United  States,  a  foreign  aid  program.  It  will  have  help, 
among  others,  for  Russia.  All  of  this  is  in  our  national  security  in- 
terest. A  lot  of  what  is  in  that  program  and  a  lot  of  what  is  in  that 
foreign  aid  bill  will  reflect  the  humanitarian  interests  of  the 
United  States. 

But  first  and  foremost,  we  have  a  problem  here  at  home,  and 
before  we  go  forward  with  questions  of  foreign  aid  we  are  going  to 


deal  with  questions  of  help  for  Americans  who  are  suffering.  This 
is  a  case  where  all  of  us,  all  257  million  Americans,  will  pull  to- 
gether and  share  the  burdens  to  help  those  millions  of  Americans 
who  are  suffering.  It  is  the  least  we  can  do  as  a  country,  it  is  the 
best  we  can  do  as  a  country,  but  it  is  what  we  must  do  as  a  coun- 
try. 
I  yield  to  my  good  friend  from  Indiana,  Senator  Lugar. 

STATEMENT  OF  HON.  RICHARD  G.  LUGAR.  A  U.S.  SENATOR  FROM 

INDIANA 

Senator  Lugar.  Thank  you  very  much,  Mr.  Chairman. 

Secretary  Espy,  it  is  always  good  to  have  you  here  at  the  commit- 
tee. 

In  recent  weeks,  as  the  chairman  has  pointed  out,  farmers  in  the 
Upper  Midwest  have  struggled  against  the  worst  flood  and  exces- 
sive rain  conditions  experienced  in  30  years.  Heavy  precipitation 
has  delayed  or  prevented  the  planting  of  soybeans  and  slowed  the 
development  of  corn. 

Earlier  this  week,  the  Wall  Street  Journal  reported  that  roughly 
5  million  Midwest  acres  were  not  planted  as  expected.  They  have 
been  washed  out,  or  in  some  parts  of  the  region  are  growing  at  the 
slowest  pace  in  recent  memory. 

On  July  12,  the  Department  of  Agriculture  lowered  its  corn  har- 
vest forecast  by  7.6  percent  to  7.85  billion  bushels  from  the  original 
forecast  of  an  8.5  billion  bushel  harvest.  The  USDA  also  trimmed 
the  soybean  harvest  forecast  3.4  percent  to  1.98  billion  bushels.  The 
soybean  production  figure  is  probably  optimistic.  Private  forecasts 
show  more  damage  and  a  smaller  soybean  harvest. 

I  mention  these  production  estimates  because  it  is  very  unusual 
for  USDA  to  alter  its  projections  for  the  fall  harvest  so  early  in  a 
growing  season.  These  early  changes  in  the  production  estimates 
underscore  the  severity  of  the  weather  situation  our  farmers  are 
facing. 

I  commend  Secretary  Espy  for  his  hands-on  response  to  a  disas- 
ter situation.  He  has  toured  the  hard-hit  areas  in  the  Midwest 
twice  and  last  week  announced  a  number  of  changes  in  ASCS  and 
Farmers  Home  Administration  programs  that  will  provide  needed 
farm  program  flexibility  in  the  disaster  areas. 

On  Wednesday,  July  14,  President  Clinton  proposed  an  emergen- 
cy fiscal  year  1993  supplemental  appropriation  to  provide  for 
urgent  needs  arising  from  the  consequences  of  the  recent  heavy 
rains  and  flooding  along  the  Mississippi  River. 

With  respect  to  the  Department  of  Agriculture,  the  President's 
main  request,  as  I  read  it,  is  for  $1  billion  to  make  disaster  pay- 
ments to  farmers  with  1993  crop  losses  resulting  from  flooding  in 
the  Midwest  and  other  natural  disasters.  The  request  allows  use  of 
Commodity  Credit  Corporation  funds  if  Si  billion  is  insufficient  to 
provide  farmers  with  prorated  payments  of  50.04  percent,  the  same 
level  that  was  pro\'ided  farmers  during  other  recent  disasters  such 
as  Hurricane  Andrew. 

The  President  also  proposed  a  total  of  $45  million  for  USDA  pro- 
grams to  help  land  owners  in  communities  clean  up  and  restore 
farmland. 


The  disaster  this  year  is  somewhat  different  than  most.  Usually, 
Congress  can  count  on  the  fact  that  higher  disaster-driven  market 
prices  in  the  program  crops  will  reduce  the  amount  of  Federal 
money  needed  to  make  deficiency  payments.  This  year,  the  majori- 
ty of  the  losses  may  very  well  be  in  soybean  production,  a  crop 
without  deficiency  payments. 

Under  the  President's  request,  none  of  the  proposed  funding,  in- 
cluding the  $1  billion  in  crop  disaster  payments,  would  be  offset  by 
spending  reductions.  The  additional  spending  will  simply  add  to 
the  deficit.  This  is  possible  because  the  request  carries  with  it  an 
emergency  designation  that  allows  the  budget  enforcement  mecha- 
nisms of  the  Congressional  Budget  Act  to  be  waived. 

It  is  worth  remembering  that  we  are  talking  about  spending  in  1 
year  at  least  one-third  of  the  5-year  budget  savings  expected  from 
cuts  in  farm  programs  in  the  budget  reconciliation  bill.  We  need  to 
make  certain  that  disaster  assistance  is  delivered  in  the  most  cost- 
efficient  manner  possible  and  only  to  those  who  truly  need  it. 

Second,  as  I  understand  it,  this  may  be  the  first  disaster  legisla- 
tion that  makes  disaster  payments  generally  available  for  quality 
losses  as  well  as  quantity  losses.  In  previous  years,  the  Department 
of  Agriculture  decided  against  making  payments  for  quality  losses 
because  of  the  complexity,  the  moral  hazard  problems,  and  the 
added  cost.  However,  this  spring  the  Clinton  administration  decid- 
ed to  make  disaster  payments  for  quality  losses  available,  first  for 
1992  crop  corn  and  then  for  potatoes. 

If  the  administration  is  planning  to  make  payments  for  quality 
losses  generally  available,  I  would  like  to  know  what  the  rationale 
is  and  how  much  will  this  add  to  disaster  claims. 

Finally,  it  is  obvious  that  we  must  do  something  about  crop  in- 
surance/disaster programs.  The  Department  of  Agriculture  offers 
taxpayer-subsidized  all-weather  Federal  crop  insurance  to  farmers 
every  year.  Most  farmers  decide  that  the  crop  insurance  program  is 
unattractive  and  they  do  not  buy  it.  The  Congress  has  found  it  nec- 
essary to  provide  ad  hoc  disaster  assistance  to  farmers  in  virtually 
every  year  since  Federal  crop  insurance  was  made  widely  available 
in  the  early  1980s. 

In  an  effort  to  avoid  hurting  participation  in  the  crop  insurance 
program,  the  Congress  makes  disaster  payments  available  to  all 
farmers,  regardless  of  whether  or  not  they  purchased  Federal  crop 
insurance.  As  a  result,  farmers  that  buy  crop  insurance  are  often 
paid  twice  for  the  same  loss.  Clearly,  this  program  is  not  working. 
We  very  much  need  to  integrate  these  two  ideas  of  crop  insurance 
and  disaster  relief  and  reduce  the  cost  of  running  both. 

I  look  forward  to  hearing  Secretary  Espy's  testimony  and  his  as- 
sessment of  the  disaster  situation  and  would  very  much  like  his 
views  on  these  concerns. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you. 

Normally  what  I  would  do  would  be  to  go  to  the  Secretary  at  this 
point,  but  we  have  a  number  of  Senators  who  are  actually  from  the 
flood-stricken  area  and  will  be  traveling  out  there  even  later  today. 

Mr.  Secretary,  if  you  have  no  objection  I  am  going  to  ask  those 
who  want  to  make  statements  if  they  could  make  brief  statements 
now. 


Also,  what  I  would  normally  do  is  go  in  the  order  of  arrival, 
going  from  side  to  side,  but  the  distinguished  Republican  leader  is 
here,  and  as  a  matter  of  courtesy  I  yield  to  him  first. 

STATEMENT  OF  HON.  BOB  DOLE,  A  U.S.  SENATOR  FROM  KANSAS 

Senator  Dole.  I  thank  you,  Mr.  Chairman,  and  I  thank  you,  Sec- 
retary Espy  and  members  of  your  staff. 

We  are  one  of  the  States,  along  with  the  Dakotas,  I  think,  and 
Nebraska,  who  have  not  yet  been  declared  disaster  areas  and  we 
certainly  understand  the  urgency  in  the  States  of  Wisconsin,  Min- 
nesota, Iowa,  Illinois,  and  Missouri.  However,  we  are  plagued  with 
the  flooding  as  well. 

Our  480  million  bushel  wheat  crop  may  be  less  than  400  million 
bushels,  so  the  losses  are  substantial.  It  is  going  to  affect  about  50 
to  60  counties  in  the  State  of  Kansas,  and  we  are  caught  in  that 
same  front  that  just  doesn't  move.  It  rains  every  day  and  it  rains 
and  it  rains  and  it  rains,  and  now  the  weeds  are  taking  over  the 
wheat.  You  can't  cut  the  wheat  because  it  is  too  wet.  I  think  you 
are  having  somewhat  the  same  problems  in  the  Dakotas. 

I  just  wanted  to  note  that,  as  I  have  indicated  to  the  Secretary, 
and  I  know  Congressman  Dan  Glickman  and  Pat  Roberts  have 
also,  I  have  written  a  letter  and  I  have  talked  to  the  President 
briefly  about  the  disasters  in  Kansas.  Obviously,  as  the  damage 
continues  to  expand,  we  will  be  included.  Governor  Finney  is  tour- 
ing the  area  daily,  and  we  have  a  couple  of  counties  in  the  disaster 
declaration  but  I  would  assume  there  would  be  more,  because  we 
have  a  lot  of  wheat  that  is  not  cut  and  some  corn  that  is  suffering, 
like  the  Iowa  corn  and  others,  it's  just  not  very  high. 

So  I  wanted  to  be  here  to  thank  the  chairman,  first  of  all,  for 
this  hearing  and  thank  the  Secretary  for  coming  and  thank  the  ad- 
ministration for  their  very  good  work  in  this  area.  It  is  going  to  be 
tough  and  a  lot  of  people  are  suffering,  and  you  are  not  going  to  be 
able  to  satisfy  everyone. 

I  also  agree  with  some  of  the  concerns  expressed  by  Senator 
Lugar  that  sooner  or  later,  and  I  know  it  is  a  tough  issue,  we  have 
to  deal  with  crop  insurance.  We  have  tried  it  in  all  kinds  of  admin- 
istrations and  it  is  tough  to  deal  with.  Maybe  you  will  have  some 
magic  solution  that  we  can  all  agree  on. 

I  think,  as  Senator  Lugar  said,  we  want  to  make  certain  that 
when  there  is  disaster  relief  that  it  goes  to  those  in  need  and  it  is 
fairly  and  equitably  distributed. 

I  think  one  question  that  we  are  going  to  have  in  our  State,  and 
maybe  in  some  other  States,  sometimes  in  a  county  you  don't  have 
enough  damage  to  get  the  declaration  but  you  have  a  lot  of  farmers 
who  are  wiped  out,  and  I  hope  we  can  address  that  question. 

It  seems  to  me  if  you  are  living  in  a  county  that  maybe  10,  12,  15 
farmers  are  wiped  out  but  it  is  not  enough  for  a  disaster  declara- 
tion, their  loss  is  just  as  great  as  the  next  county,  that  may  be  to- 
tally wiped  out.  Now  maybe  we  can't  cherry  pick,  but  it  seems  to 
me  we  have  an  obligation  to  some  of  these  people  who  are  just  as 
devastated,  though  it  may  not  be  as  widespread,  and  I  would  hope 
we  might  be  able  to  address  those  concerns. 


I  know  that  you  are  addressing  the  concern,  because  the  Presi- 
dent mentioned  it  yesterday,  where  people  couldn't  plant,  and,  of 
course,  under  the  rule  if  you  don't  plant,  you  don't  have  a  crop,  you 
don't  get  paid.  Well,  that  is  not  a  fair  situation  where,  particularly, 
I  guess,  in  Iowa  and  Illinois  and  a  couple  of  other  States  you 
couldn't  get  in  to  plant,  and  it  is  too  late  to  plant  anything  else. 

I  just  want  to  thank  the  chairman  and  thank  Senator  Lugar  for 
calling  this  hearing  and  wanted  to  express  my  concern  about  our 
State  and  the  other  States,  too. 

[The  prepared  statement  of  Senator  Dole  follows:] 

Prepared  Statement  of  Hon.  Bob  Dole,  U.S.  Senator  from  Kansas 

Mr.  Chairman,  these  hearings  should  serve  notice  to  the  American  people  that 
Congress  is  dealing  with  this  crisis. 

Our  thoughts  and  prayers  are  with  the  victims  of  the  flood  of  1993  as  it  continues 
to  swallow  up  more  and  more  land,  and  encroach  on  more  and  more  midwestern 
communities. 

The  President's  proposal  indicates  support  for  the  Mississippi  River  flood  area.  I 
would  only  remind  this  committee  that  the  disaster  is  widespread,  also  encompass- 
ing several  Midwestern  States  that  the  Mississippi  does  not  traverse. 

Many  of  us  on  this  committee  are  from  States  experiencing  some  sort  of  disaster 
and  my  State  of  Kansas  is  no  exception.  Kansas  farmers  are  in  the  middle  of  wheat 
harvest.  Under  normal  conditions,  wheat  harvest  in  Kansas  would  be  nearly  com- 
plete. However,  in  Kansas,  severe  storms  have  pounded  the  State,  including  torna- 
dos, very  heavy  rains,  large  hail  and  in  some  cases  extremely  high  straight  winds. 
This  severe  weather  has  devastated  crops,  prevented  plantings,  and  destroyed  homes 
and  businesses.  Based  on  preliminary  damage  assessment  reports  (DAR's),  as  many 
as  50  to  55  counties  will  be  on  a  declaration  list  which  includes  contiguous  declara- 
tions. Unfortunately,  there  is  no  end  in  sight  to  this  bad  weather. 

As  the  Republican  leader,  I  am  prepared  to  move  quickly  and  to  cooperate  with 
President  Clinton  and  the  administration  as  we  seek  to  eeise  the  suffering  and  the 
hardship  of  a  disaster  that  has  driven  people  from  their  homes,  crippled  businesses, 
destroyed  crops  and  shut  down  water  supplies. 

I  urge  my  colleagues  to  join  me  in  working  with  the  administration  in  assisting 
the  thousands  of  Americans  who  are  waist-deep  in  this  disaster.  These  people  need 
more  than  our  warm  wishes,  they  need  our  help. 

The  Chairman.  Thank  you.  Senator  Dole. 

I  would  note  that  in  the  1988  disaster  bill  we  wrote  in  a  provision 
on  crop  insurance.  Those  who  were  going  to  receive  disaster  pay- 
ments and  who  did  not  have  crop  insurance  had  to  buy  it  for  the 
next  year.  I  think  as  a  minimum  that  is  one  thing  that  might  be 
considered,  but  we  will  get  into  that  during  questions. 

Senator  Feingold. 

STATEMENT  OF  HON.  RUSSELL  D.  FEINGOLD,  A  U.S.  SENATOR 

FROM  WISCONSIN 

Senator  Feingold.  Thank  you,  Mr.  Chairman. 

I  want  to  first  thank  you  for  holding  the  hearing  and  in  particu- 
lar for  your  remarks  about  the  disaster  in  general  and  also  your 
remarks  about  the  Federal  deficit.  I  appreciate  the  fact  that  we 
must  somehow  balance  the  fact  that  this  is  probably  the  worst 
flood  to  ever  hit  our  area  of  the  country  with  a  reasonable  fiscal 
response. 

I  would  also  like  to  commend  the  President,  the  Vice  President, 
and  especially  Secretary  Espy  for  their  attention  to  the  crisis  in  the 
Upper  Midwest  caused  by  the  excessive  rainfall  and  the  resulting 


floods.  Earlier  this  month,  Secretary  Espy  and  Director  Witt,  on 
separate  occasions,  took  the  time  to  visit  our  State  of  Wisconsin. 

This  week,  the  President  presented  his  disaster  assistance  pack- 
age to  the  Congress  requesting  $600  million  for  aid  to  U.S.  farmers 
with  $300  million  more  in  a  contingency  fund  if  needed.  Yesterday, 
President  Clinton  took  the  time  again  to  meet  with  Senators  and 
Congressmen  from  the  Upper  Midwest  to  discuss  the  administra- 
tion s  proposal  in  some  detail. 

The  time  and  the  attention  this  administration  has  already  de- 
voted to  mitigating  the  effects  of  this  disaster  must  not  be  taken 
for  granted.  I  don't  think  it  is  simply  business  as  usual;  I  think  it  is 
well  beyond  that. 

The  flooding  of  the  Mississippi  River,  which,  of  course,  runs 
along  the  western  edge  of  Wisconsin,  and  the  other  rivers  in  my 
State  has  been  devastating  to  our  cities,  farms,  businesses,  and 
homes.  The  value  of  the  crop  loss  has  been  estimated  by  experts  to 
be  upwards  of  $500  million  to  $1  billion  in  Wisconsin  alone.  More 
than  1.5  million  acres  have  either  suffered  from  prevented  planting 
or  have  had  crops  destroyed  by  the  excessive  rains.  Farmers  in 
eight  of  our  hardest  hit  counties  normally  produce  crops  worth 
nearly  $500  million.  In  just  those  eight  counties,  nearly  50  percent 
of  that  harvest  has  already  been  lost. 

Now  these  numbers  are  no  surprise  to  anyone  from  the  Midwest 
nor  are  they  any  surprise  to  this  administration.  Communities  in 
all  the  Midwest  States  have  been  devastated  and  we  have  all 
shared  the  pain.  Virtually  no  one  in  the  Midwest  has  been  unaf- 
fected by  the  flooding  and  excessive  rains  this  summer. 

The  disaster  for  Wisconsin  farmers,  however,  began  long  before 
the  flooding  started  last  month.  Wisconsin  farmers  came  out  of  the 
1992  crop  year  already  short  of  animal  feed.  We  suffered  from  al- 
falfa hay  winter  kill  then  in  the  winter  of  1992,  which  shortened 
the  supply  of  our  primary  dairy  feed.  Then  our  corn  harvest  was 
delayed  by  a  wet  fall,  reducing  the  quality  of  the  corn,  some  of 
which  molded  on  the  field  and  in  storage  and  preventing  harvest  of 
some  corn. 

Some  of  the  1992  crop  is  still  in  the  field  because  farmers  are  yet 
unable  to  harvest  it.  Wisconsin  farmers  came  to  1993,  then,  with 
virtually  no  carry-over  stocks  of  feed.  Then  the  inhospitable  winter 
of  1993  once  again  resulted  in  winter  kill  of  nearly  700,000  acres  of 
alfalfa  hay,  and  an  extremely  wet  and  cold  spring  resulted  in  fur- 
ther devastation  of  the  hay  acreage  because  of  root  rot  and  delayed 
growth.  It  started  raining  in  the  spring  in  Wisconsin  and  basically 
hasn't  stopped. 

Because  of  the  livestock  base  for  agriculture  in  Wisconsin,  the 
crisis  in  at  least  my  State  is  not  limited  to  the  devastation  of  cash 
crops  for  farmers  who  sell  commercially.  Obviously,  that  is  a  seri- 
ous problem  for  those  farmers.  The  biggest  problem,  however,  is  a 
shortage  of  feed  for  livestock,  which  hits  my  dairy  farmers  on  sev- 
eral sides.  Their  input  costs  go  up  if  they  can  find  feed  to  buy  and 
their  milk  production  goes  down. 

Now  Secretary  Espy  has  responded  to  the  feed  shortage  by  re- 
leasing set-aside  acres  in  40  counties  and  releasing  CRP  acres  in  9 
other  counties  for  emergency  haying  and  grazing.  Those  actions  are 
appreciated  and  they  certainly  will  help,  but  I  remain  concerned 
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that  Wisconsin's  dairy  farmers  and  other  livestock  producers  will 
be  unable  to  survive  this  crop  year  without  assistance  that  is  spe- 
cifically designated  to  eliminate  the  feed  shortage. 

I  look  forward  to  the  testimony  of  the  Secretary  and  will,  of 
course,  have  some  questions. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much. 

Senator  Grassley. 

STATEMENT  OF  HON.  CHARLES  E.  GRASSLEY,  A  U.S.  SENATOR 

FROM  IOWA 

Senator  Grassley.  Rather  than  read  a  statement,  I  think  I  am 
going  to  try  to  summarize  and  make  a  couple  other  points. 

First  of  all,  I  compliment  President  Clinton  and  you,  Mr.  Secre- 
tary, for  your  quick  response.  I  was  able  to  have  Mr.  Weber  on  my 
cable  TV  program,  answering  questions  for  a  statewide  audience. 
So  I  thank  you  for  loaning  Mr.  Weber  to  me  for  a  short  period  of 
time. 

The  spirits  of  the  people  are  pretty  good  in  my  State,  regardless 
of  the  disaster  we  have.  There  appears  to  be  very  little  griping,  at 
least  that  showed  up  in  my  town  meetings  last  week.  People  are 
fairly  complimentary  of  how  everybody  is  working  together  and  the 
Government  is  performing. 

The  President  has  noted  that  the  major  determination  of  the  dis- 
aster will  be  whether  we  have  an  early  frost  or  not;  the  20  percent 
that  isn't  planted  may  be  a  disaster  now,  but  we  will  have  a  great- 
er disaster  if  the  80  percent  of  the  crop  that  is  in  doesn't  mature. 

I  would  also  agree  with  the  President  on  an  opportunity  now  to 
reform  crop  insurance,  but  probably  won't  be  able  to  do  that  in  the 
time  that  would  get  the  disaster  out.  I  think  our  Government  pro- 
moting the  management  of  risk  is  a  very  important  thing  to  do. 

One  point  unrelated  to  agriculture,  but  also  fitting  in  with  the 
President's  pledge  of  equity  with  Florida's  Hurricane  Andrew, 
there  was  some  temporary  relief  from  the  quality  control  in  the 
Food  Stamp  Program.  The  idea  is  that  if  a  State  has  to  meet  qual- 
ity control,  they  might  be  just  a  little  bit  conservative  in  how  they 
meet  people's  immediate  emergency  needs. 

So  you  might  consider  relieving  some  of  these  States  of  these 
quality  controls  so  that  the  State  doesn't  get  slapped  with  a  penal- 
ty down  the  road  a  year  trying  to  get  food  stamps  out  to  those  who 
meet  the  requirements  for  them. 

And  then,  lastly,  I  think  that  for  the  States  of  the  Upper  Mid- 
west we  might  want  to  consider  the  fact  that  agriculture  is  a  major 
part  of  the  economy,  and  there  might  be  some  consideration  for 
some  formulas  being  revised  to  better  meet  our  needs,  those  formu- 
las being  so  much  more  important  to  our  economy  than  in  some 
other  States. 

I  yield  the  floor. 

[The  prepared  statement  of  Senator  Grassley  follows:] 

Prepared  Statement  of  Hon.  Charles  E.  Grassley,  U.S.  Senator  from  Iowa 

Secretary  Espy,  as  a  Senator  whose  State  and  its  people  have  been  so  severely 
impacted  by  the  spring  rains,  I'd  like  to  thank  you  again  for  visiting  Iowa.  Your 
visit,  and  the  two  trips  made  by  President  Clinton,  have  gone  a  long  way  to  boost 


9 

the  spirits  of  lowans  and  call  much-needed  attention  to  the  problems  in  the  Upper 
Midwest. 

I  was  in  Iowa  last  Wednesday  for  the  President's  most  recent  visit,  and  I  also 
spent  the  recent  recess  traveling  through  19  of  Iowa's  99  counties.  I  saw  the  damage 
first  hand,  and  spoke  with  those  who  have  been  rained  on  for  38  of  the  last  42  days. 
I  heard  a  lot  of  stories.  For  instance,  during  June  of  last  year,  Dickens,  Iowa  got  just 

1  Ve  inches  of  rain.  This  year  during  June,  the  town  got  almost  30  inches.  The  corn 
looked  good  in  Denison,  Ida  Grove  and  Carroll.  But  within  48  hours  the  area  would 
get  over  8  inches  of  rain.  Despite  this,  though,  the  spirits  of  lowans  are  surprisingly 
good — a  sense  of  community,  resourcefulness  and  old-fashioned  pluck  prevails.  In 
my  town  meetings,  no  one  was  critical  of  the  Government,  complaining  about  the 
weather,  or  fixing  blame  on  any  person  or  thing.  They've  survived  snows,  droughts, 
tornadoes — everji;hing  but  plagues  of  locusts — and  they  figure  they  can  survive  a 
little  rain. 

But  despite  the  great  amount  of  heart  lowans  are  showing,  there  is  a  sense  of  con- 
cern for  what  the  harvest  might  bring.  The  optimists  believe  that  if  the  rains  abate, 
if  we  get  enough  heat  units,  and  if  the  frost  holds  off,  then  they  might  do  alright. 
Others  look  at  the  acres  unplanted  or  washed  away — and  wonder  how  the  advanced 
deficiency  payments,  the  operating  loans,  and  other  obligations  can  be  repaid.  As  we 
all  know — and  as  President  Clinton  noted — we  just  won't  know  the  extent  of  the 
agricultural  damages  until  the  fall  harvest. 

The  flood  hasn't  been  without  its  irony  or  humor.  In  one  of  the  lighter  moments, 
the  owner  of  a  popular  Des  Moines  restaurant  named  Noah's  Ark  noted  that  if 
people  returned  two-by-two,  then  he  would  be  happy.  As  for  irony,  a  printing  busi- 
ness in  Des  Moines  burned  to  the  ground  the  other  day.  Though  the  city  is  awash  in 
water,  the  fire  hydrants  had  no  water  to  extinguish  the  blaze. 

Mr.  Secretary,  thank  you  again  for  joining  us,  £md  I  look  forward  to  discussing 
items  of  mutual  concern. 

Senator  Pryor  [presiding].  The  chairman  is  taking  a  phone  call 
in  the  back  and  I  have  been  asked  to  call  next  on  Senator  Conrad. 

STATEMENT  OF  HON.  KENT  CONRAD,  A  U.S.  SENATOR  FROM 

NORTH  DAKOTA 

Senator  Conrad.  Thank  you,  Senator  Pryor. 

Let  me  begin  by  saying  that  on  Monday  Secretary  Espy  was  with 
me  in  my  hometown,  Bismark,  North  Dakota.  A  lot  has  happened 
since  then.  We  got  absolutely  shellacked  last  night.  This  is  the 
front  page  of  my  hometown  newspaper,  the  town  you  were  just  in. 
The  headline  says  it  all,  "All  Wet."  They  had.  Secretary  Espy,  a 
record  amount  of  rainfall  in  24  hours  last  night  in  my  hometown, 
with  more  rain  on  the  way. 

I  just  talked  to  the  mayor,  who  described  for  me  an  experience 
he  had  last  night.  He  went  to  the  emergency  headquarters  and  was 
there  for  20  minutes,  walked  out  to  get  into  his  car  and  noticed  his 
car  was  floating  away.  And  so  he  pushed  his  car  over  onto  dry 
ground  so  that  he  could  get  in  it  and  drive  away. 

I  just  talked  to  the  mayor  of  Fargo,  North  Dakota.  Fargo  has  the 
same  thing  happening.  In  fact,  I  just  reached  the  mayor  at  home. 
He  has  sewage  backup  in  his  own  basement.  The  Red  River  is  now 

2  feet  above  flood  stage. 

I  just  talked  to  the  mayor  of  Valley  City.  He  was  up  all  night 
helping  to  sandbag.  They  are  more  than  2  feet  above  flood  stage 
there,  with  more  rain  on  the  way.  They  got  7  inches  of  rain  last 
night. 

All  of  these  mayors  say  the  same  thing.  They  have  never  seen 
anything  like  this  in  their  lives  in  North  Dakota. 

I  spoke  to  the  Governor  this  morning.  He  said  from  one  end  of 
the  State  to  the  other  we  have  a  major  disaster  on  our  hands  now. 
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When  you  were  there  earUer  this  week,  Mr.  Secretary,  I  told  you 
that  just  southeastern  North  Dakota  had  serious  trouble.  Well, 
now,  unfortunately,  it  has  spread  from  one  end  of  the  State  to  the 
other.  We  have  never  experienced  anything  quite  like  this. 

The  irony  is  that  4  years  ago,  the  Secretary  of  Agriculture  was  in 
North  Dakota  and  we  were  describing  to  him  the  worst  drought  in 
100  years.  And  now  we  have  the  new  Secretary  come  and  we  are 
describing  to  you  the  worst  flood  in  100  years. 

Let  me  just  say  that  these  people  are  going  to  need  help,  they 
are  going  to  need  assistance.  We  recognized  fully  when  Iowa,  Mis- 
souri, Illinois  and  Kansas  were  hit  hard,  and  we  were  hoping  very 
much  we  weren't  going  to  get  added  to  this  list.  But  we  have  been 
added.  We  have  been  added  in  a  major  way  in  the  last  24  hours. 

I  want  to  commend  the  Secretary  for  his  rapid  response.  Really, 
we  got  the  quickest  response  that  I  have  ever  seen  in  a  natural  dis- 
aster and  we  are  deeply  appreciative  of  that,  Mr.  Secretary,  and  I 
hope  you  will  work  with  me  and  my  colleagues  over  the  coming 
days  to  try  to  fashion  a  relief  package  that  will  be  effective  and 
timely. 

Senator  Pryor.  Thank  you,  Senator  Conrad. 

Senator  Craig,  and  then  Senator  Harkin,  then  Senator  Bond. 

Senator  Craig.  Mr.  Chairman,  for  the  sake  of  Senator  Bond's 
time,  he  has  to  catch  a  plane  to  get  home,  I  will  switch  positions 
with  him. 

Senator  Pryor.  Senator  Bond. 

STATEMENT  OF  HON.  CHRISTOPHER  BOND,  A  U.S.  SENATOR 

FROM  MISSOURI 

Senator  Bond.  Thank  you  very  much,  Mr.  Chairman.  It  is  a 
pleasure  to  be  back  with  this  committee  except  for  the  circum- 
stances in  which  I  return. 

I  do  appreciate  your  courtesy.  Senator  Craig.  I  have  to  catch  a 
plane  before  noon  to  get  back  to  central  Missouri,  and  the  only  way 
to  get  into  central  Missouri  is  by  helicopter  because  the  roads  have 
been  knocked  out. 

Unlike  a  hurricane  or  a  tornado,  a  flood  is  slow  and  methodical, 
but  it  is  just  as  damaging  and  can  be  more  so.  It  wears  down  the 
people  physically,  emotionally,  and  mentally,  then  it  breaks  their 
spirits  by  destroying  all  they  have  worked  for  and  leaving  mud  and 
junk,  gook  all  over  their  prized  possessions. 

Just  like  we  heard  from  the  Dakotas,  in  Missouri  it  is  still  rain- 
ing and  flooding.  We  are  expecting  the  crest  on  the  Missouri  and 
the  Mississippi  Rivers  early  next  week,  so  we  have  not  seen  the 
worst,  and  we  are  about  to  experience  the  Biblical  40  days  and  40 
nights  of  rain.  I  have  never  seen  or  heard  of  anything  like  it,  4-inch 
rainfalls,  6-inch  rainfalls,  8-inch  rainfalls  are  common,  and  it  con- 
tinues to  rain. 

The  Nation's  two  largest  rivers,  the  Missouri  and  the  Mississippi, 
hook  up  in  St.  Louis,  even  though  right  now  they  are  trying  to 
break  a  new  channel  about  15  miles  north. 

We  are  very  grateful  that  Vice  President  Gore  came  in  early  this 
week  and  we  are  looking  forward  to  seeing  the  President  tomorrow. 
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and  I  guess,  Mr.  Secretary,  you  are  going  to  be  there  as  well,  I  un- 
derstand, and  I  thank  you  very  much  for  accepting  the  invitation. 

But,  like  St.  Louis  and  the  Mississippi  counties,  the  rest  of  Mis- 
souri along  the  Missouri  river  and  its  many  tributaries  is  experi- 
encing flooding  just  as  severe. 

This  is  a  map  of  the  disaster  areas,  the  49  counties  that  have 
been  declared  disaster  areas.  We  have  requests  for  12  more,  and  as 
you  can  see,  the  damage  area  in  the  good  agricultural  lands  along 
the  Missouri  River  is  probably  three  or  four  times  what  it  is  along 
the  Mississippi  River.  So  when  people  talk  about  the  damage  on 
the  Mississippi,  it  is  real,  it  is  devastating,  it  is  there.  But  in  these 
little  rivers  here  whose  names  you  may  never  have  heard,  the  One 
Hundred  and  Two,  the  Grand,  the  Thompson,  the  Sheraton,  the 
Blackwater,  people  are  being  driven  out  of  their  homes. 

Along  the  Missouri  River,  there  is  a  newspaper  report  that  said 
that  465  levees  have  gone  out.  Along  the  Grand  River,  there  is  not 
a  single  levee  left.  Approximately  70  Federal  levees  have  gone  out. 

The  last  time  I  heard,  we  were  getting  close  to  2  million  acres 
either  under  water  or  where  the  rains  and  the  floods  had  destroyed 
the  crops.  So  the  magnitude  of  this  disaster  is  like  nothing  I  have 
ever  seen  before. 

Earlier  this  week,  I  was  going  across  the  Missouri  River  on  a 
railroad  bridge  at  Glasgow.  That  railroad  is  now  out.  The  Missouri 
is  tr5dng  to  cut  a  new  channel.  Helicopters  are  dropping  large  boul- 
ders in  to  try  to  keep  the  Missouri  back  in  its  channel. 

The  extent  of  the  devastation  is  something  I  have  never  seen 
before,  and  in  8  years  as  Governor  I  thought  I  had  seen  some  big 
floods.  This  has  already  passed  the  record  flood  of  1973.  It  contin- 
ues to  go  up. 

Very  quickly,  I  want  to  express  my  sincere  appreciation  to  all  of 
the  Federal  agencies.  FEMA  has  been  right  there,  the  USDA,  but, 
Mr.  Secretary,  your  actions  in  providing  relief,  on  prevented  plant- 
ing, and  all  of  the  other  discretionary  actions  you  have  taken  are 
much  appreciated.  The  flexibility  on  092  haying  and  grazing,  the 
loan  extensions,  these  are  vitally  important. 

I  would  say,  also,  that  the  voluntary  organizations,  once  again, 
are  really  coming  to  our  aid.  I  can  never  say  enough  about  the  Red 
Cross  and  the  Salvation  Army.  As  I  said,  I  could  never  say  enough 
about  the  Red  Cross  and  the  Salvation  Army [Laughter.] 

Senator  Bond  [continuing.]  Which  have  been  absolutely  magnifi- 
cent. 

The  Chairman.  In  fact.  Senator  Dole  makes  sure  you  never  get 
to  say  enough  about  them. 

Senator  Bond.  A  local  radio  station  has  asked  how  they  could 
help  the  flood  victims  and  I  said,  the  best  thing  you  can  do  is  to 
send  contributions  to  those  two  agencies,  because  there  is  tremen- 
dous strain. 

The  volunteers,  the  National  Guard  people  are  under  tremen- 
dous pressure  in  Missouri  because  we  have  had  floods  in  some  of 
these  areas  since  early  May,  and  there  is  no  relief  in  sight  as  this 
rain  continues. 

Mr.  Secretary,  we  look  forward  to  having  you  come  to  Missouri.  I 
handed  a  letter  to  the  President,  and  we  discussed  with  you  yester- 
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day  our  concern  that  the  proposed  relief  on  program  crops  was 
going  to  be  reduced  to  50  percent  of  the  authorized  level. 

We  have  a  complicated  formula,  as  you  know,  that  comes  out  if 
you  have  crop  insurance  to  about  roughly  42  cents  on  the  dollar.  If 
we  are  only  to  appropriate  50  percent  of  that,  that  means  21  cents 
with  flood  insurance,  maybe  18  cents  without  flood  insurance,  and 
the  operating  costs,  the  money  that  the  farmers  put  into  seed,  fer- 
tilizer, fuel,  pesticides,  right  off  the  bat  is  probably  most  acres  are 
at  least  twice  that,  if  not  more,  and  if  we  are  not  to  see  significant 
farms  wiped  out  we  need  to  get  back  up  to  the  level  authorized  by 
this  committee. 

Finally,  the  President,  whom  I  commend  for  his  attention  and 
his  devotion  to  this  effort,  has  said  what  a  lot  of  us  have  said  for  a 
long  time.  Crop  insurance  needs  to  be  revisited.  We  made  a  major 
effort  in  1990.  We  were  never  quite  able  to  come  to  closure,  and 
Mr.  Secretary,  as  one  who  is  not  on  this  committee  but  who  watch- 
es very  closely  its  activities,  I  assure  you  I  look  forward  to  working 
with  you  and  the  members  of  this  committee  to  find  some  kind  of 
base  program  that  will  make  crop  insurance  effective.  I  have  all 
kinds  of  schemes.  It  is  not  time  to  go  into  them  now.  Right  now  we 
thank  you  for  your  interest  and  your  attention. 

Mr.  Chairman,  I  appreciate  very  much  your  affording  me  this  op- 
portunity. I  am  off  to  the  floods. 

The  Chairman.  I  understand  you  are.  Senator  Bond,  and  I  appre- 
ciate the  time  you  had  served  on  this  committee  before  and  I  am 
glad  you  had  a  chance  to  be  back  here  with  us. 

I  should  note  that  I  stepped  out  for  a  couple  of  minutes  to  talk 
on  a  radio  show  in  Vermont  and  one  of  the  things  I  did  was  to 
have  them  publicize  a  telephone  number  for  the  Red  Cross  where 
they  can  take  contributions,  and  I  commended  them  for  the  efforts 
they  had  made  and  also  Mrs.  Dole,  who  is  head  of  the  Red  Cross, 
who  has  already  been  out  there. 

I  sympathize  with  you  and  the  people  of  Missouri  as  well  as  all  of 
the  other  areas  and  I  look  forward  to  talking  with  you  early  next 
week  when  you  get  back. 

I  contacted  Senator  Harkin  when  he  was  out  in  Iowa,  and  he  told 
me  of  some  of  the  worst  devastation.  He  is  a  valued  and  senior 
member  of  this  committee  and  will  be  one  who  will  be  most  in- 
volved in  helping  put  together  a  program. 

Senator  Harkin,  I  yield  to  you. 

STATEMENT  OF  HON.  TOM  HARKIN,  A  U.S.  SENATOR  FROM  IOWA 

Senator  Harkin.  Thank  you,  Mr.  Chairman,  and  thank  you  for 
those  kind  words  and  for  your  expeditious  handling  of  this  matter 
and  getting  this  legislation  moving,  because  we  have  to  respond 
rapidly. 

I  want  to  thank  Secretary  Espy  personally.  I  don't  intend  to  take 
much  time  because  I  have  spent  a  lot  of  time  with  the  Secretary 
lately.  He  has  been  in  Iowa  three  times  in  the  last  couple  of  weeks. 

I  again  want  to  thank  you,  Mr.  Secretary,  for  your  very  timely 
and  expeditious  handling  of  the  matters  in  Iowa  and  I  know  in  the 
entire  Midwest.  The  Department  of  Agriculture  has  responded  very 
rapidly  and  I  think  more  than  adequately  with  the  response  teams 
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you  have  out  there,  with  Farmers  Home,  with  ASCS  and  others, 
and  I  want  to  thank  you  for  that. 

Just  briefly,  I  would  just  sort  of  echo  what  has  been  said  here. 
Television  cannot  really  capture  the  magnitude  of  the  devastation 
in  my  State  of  Iowa.  I  can't  speak  for  the  other  States,  as  I  have 
not  been  there,  but  I  saw  Mr.  Bond's  map  of  Missouri  where  he  had 
the  red  areas  flooded  out.  At  least  he  had  some  white  areas  there 
in  Missouri  that  weren't.  If  you  had  a  map  of  Iowa,  it  would  all  be 
in  the  red.  Every  one  of  our  99  counties  has  been  declared  a  disas- 
ter area. 

Mr.  Conrad  spoke  of  the  rains  in  Bismarck  and  stuff.  Well,  I 
thought  weather  moved  east.  It  sounds  like  some  of  our  weather 
must  have  moved  back  west  and  north  up  to  North  Dakota,  be- 
cause we  have  had  those  7-inch  rains  in  Iowa  that  have  just  been 
devastating.  We  have  had  rain  48  of  the  last  52  days  in  Iowa,  and  I 
don't  mean  sprinkles,  I  mean  this  is  rain.  And  I  hate  to  say  this.  I 
called  my  office  this  morning  and  it  is  raining  again  in  Iowa.  It 
rained  last  night  again. 

So  as  the  Army  Corps  of  Engineers  explained  it  to  me,  they  said 
the  ground  is  soaked,  totally  soaked  with  water.  All  of  our  dams 
and  reservoirs  are  full  and  the  rivers  are  overflowing,  so  every  inch 
of  rain  we  get,  it  just  broadens  the  devastation  out  even  more.  And 
you  can't  go  in  the  Mississippi  because  the  Mississippi  is  backed  up. 
So  we  are  facing  that  kind  of  a  situation. 

Mr.  Secretary,  we  have  talked  about  this  and  I  just  want  to  say  it 
again  for  the  record  and  for  our  fellow  Senators  who  are  here.  The 
administration  has  recommended  using  a. 50-percent  factor  to  the 
formulas  for  the  reimbursement  for  farmers  on  their  crop  losses. 
Now  again,  in  the  1990  farm  bill,  as  you  know,  it  allows  for  a  65- 
percent  reimbursement.  I  don't  mean  to  get  into  all  the  technicali- 
ties, but  basically  the  farmer  eats  the  first  35  percent  and  then 
there  is  a  65  percent  of  the  other  65  percent  that  is  left,  which  basi- 
cally held. 

But  there  was  a  precedent  set  by  the  Bush  administration  of  ap- 
plying a  50-percent  formula  factor  to  that  and  reducing  it  by  50 
percent.  We  had  to  put  that  in  because  President  Bush  threatened 
a  veto  of  our  disaster  bill  in  1991  unless  we  had  it  and  we  had  to 
get  something  through,  so  we  put  that  in  there. 

What  I  guess  I  am  saying  to  you,  Mr.  Secretary  and  my  fellow 
Senators,  is  I  think  that  is  a  bad  precedent  and  we  ought  to  do 
away  with  that  precedent.  If  there  was  any  reason  for  that  50-per- 
cent formula  factor  before,  I  think  it  has  gone  by  the  wayside  now. 
It  really  applied  basically  to  Hurricane  Andrew.  Now  I  know  the 
farmers  there  suffered  a  great  loss,  but  when  you  look  at  Hurri- 
cane Andrew,  it  cut  a  swath  of  destruction  about  30  miles  wide 
across  the  State.  The  rest  of  the  State  was  fine.  I  mean,  Disney 
World  continued  to  operate.  Most  of  the  citrus  crops  were  fine  in 
Florida. 

But  when  you  look  at  the  devastation  in  North  Dakota  or 
Kansas,  Iowa,  Wisconsin,  places  like  this,  agriculture  is  the  basis  of 
our  economy.  We  don't  have  Disney  World.  We  don't  have  other 
things.  That  is  the  sole  basis  of  our  economy,  and  so  to  apply  that 
50-percent  factor  here  I  think  is  unreasonable.  I  think  that  we 
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ought  to  go  back  to  the  formula  that  we  had  in  the  1988  and  1989 
droughts,  and  that  is  to  use  the  full  65-percent  reimbursement  rate. 

As  it  stands  right  now  under  the  formula  advocated  by  the  ad- 
ministration, a  typical  farmer  in  Iowa  will  get  somewhere  in  the 
neighborhood  of  21  cents  on  the  dollar  on  his  losses,  uncompensat- 
ed losses.  Obviously  if  he  has  crop  insurance  he  will  get  more  than 
that. 

I  just  think  that  is  totally  inadequate,  Mr.  Secretary,  and  I  hope 
that  you  and  I  hope  the  administration  and  obviously  OMB,  they 
are  not  here  today  but  I  am  meeting  with  Mr.  Panetta  again  next 
week  to  urge  that  that  formula  be  changed.  It  was  a  bad  precedent 
that  was  set  in  1991  and  1992.  That  precedent  ought  to  be  over- 
come and  we  ought  to  get  back  to  the  65-percent  formula.  There 
money  is  there,  we  have  the  wherewithal  to  do  it,  and  Mr.  Chair- 
man, I  hope  when  the  legislation  comes  up  we  can  get  the  support 
for  that  full  65-percent  reimbursement  rate  that  is  in  the  1990 
farm  bill. 

With  that,  Mr.  Secretary,  again,  thank  you  for  all  of  your  help 
and  your  support  in  my  State  of  Iowa.  I,  too,  am  catching  a  plane 
very  shortly  to  head  back  to  Iowa. 

Mr.  Chairman,  thank  you. 

The  Chairman.  Thank  you.  Senator  Harkin,  and  I  will  look  for- 
ward to  hearing  from  you,  too,  after  you  come  back  from  there. 

Senator  Craig,  I  know  that  you  yielded  your  time  to  Senator 
Bond  so  that  he  could  catch  his  plane.  Please  go  ahead,  sir. 

STATEMENT  OF  HON.  LARRY  E.  CRAIG,  A  U.S.  SENATOR  FROM 

IDAHO 

Senator  Craig.  Well,  Mr.  Chairman,  thank  you  for  holding  these 
hearings.  They  are  most  appropriate. 

Mr.  Secretary,  let  me  thank  you  for  doing  what  we  expected  you 
to  do  and  doing  it  very  well.  Certainly  the  administration  has  been 
most  responsive.  I  think  the  American  people  would  have  expected 
nothing  less  than  that,  and  you  performed  very  admirably. 

I  won't  attempt  to  mention  or  to  recap  what  other  Senators  have 
said.  All  of  the  water  of  Idaho  flows  in  the  other  direction.  I  take 
no  responsibility  for  this  problem  other  than  to  say  that  this  com- 
mittee must  now  respond,  as  this  Congress  must  respond,  as  quick- 
ly as  we  can.  Responsibility  and  charity  should  begin  at  home,  and 
the  Midwest  is  home  and  we  ought  to  be  dealing  with  it  as  quickly 
as  we  can  and  as  responsibly  as  you  have. 

A  good  number  of  years  ago,  when  I  was  a  younger  person  and 
traveling  for  the  National  Future  Farmers  of  America  as  a  nation- 
al officer,  I  spent  a  lot  of  time  in  that  area  of  the  Midwest,  made  a 
lot  of  friends  in  the  agricultural  community,  and  I  have  been  hear- 
ing from  a  few  of  those  in  the  last  couple  of  days  as  they  have 
watched  their  farms  and  their  agricultural  businesses  literally 
wash  away. 

A  bit  of  irony  appeared  in  the  conversation  with  one  person  that 
I  thought  I  would  at  least  mention  to  you,  Mr.  Secretary,  and  to 
the  committee  because  it  is  now  of  concern  to  them.  This,  too,  shall 
pass,  and  next  year  and  in  a  few  months  we  will  be  looking  at  mop- 
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ping  up  and  cleaning  up  and  bringing  that  land  back  into  produc- 
tion. 

This  one  person  said  to  me,  Senator,  I  certainly  hope  the  wet- 
lands provisions  of  the  law  don't  apply,  because  ever3d;hing  out 
there  is  now  wet  and  if  we  have  to  start  dealing  with  the  EPA  and 
the  Army  Corps  of  Engineers  that  says  you  can't  touch  that  land 
because  Mother  Nature  decided  to  make  it  wetter  and  therefore  it 
qualifies  as  a  wetland,  we  hope  you  will  bring  some  common  sense 
to  this,  Senator,  in  the  application  of  those  laws  so  that  we  can  get 
back  in  business. 

I  thought  that  was  fairly  appropriately  said,  Mr.  Chairman.  I 
hadn't  thought  about  it  until  that  conversation,  but  it  is  very  true. 
We  have  set  up  such  a  phenomenal  morass  for  the  private  sector  to 
try  to  work  through  today  that  it  is  nearly  impossible,  and  under 
times  of  national  disaster  like  the  ones  going  on  in  the  Midwest,  I 
hope  we  have  the  common  sense  to  make  application  of  those  proc- 
esses a  little  more  simple  and  in  some  instances  step  back  from 
them  altogether. 

Those  are  the  challenges  down  the  road,  the  immediate  chal- 
lenges at  hand,  and  Mr.  Chairman,  let  us  get  on  with  hearing  from 
the  Secretary  and  other  members  of  the  committee  who  wish  to 
speak. 

Thank  you. 

The  Chairman.  Thank  you  very  much. 

The  question  of  wetlands  and  the  Wetlands  Reserve  Program  is 
going  to  have  to  be  addressed,  especially  for  some  of  the  areas  that 
flood  on  a  constant  basis.  I  think  we  are  going  to  have  to  determine 
whether  some  of  those  should  be  in  the  Wetlands  Reserve  Program. 

But  I  also,  as  the  Senator  knows,  share  his  concern  with  the  wet- 
lands program  getting  killed  by  kindness,  as  some  might  say,  or 
killed  by  bureaucratic  red  tape,  as  others  would  say. 

Senator  Craig.  Mr.  Chairman,  the  other  problem  is  private  prop- 
erty owners  are  being  killed  by  that  kindness,  too. 

The  Chairman.  Well,  that  is  what  I  understand  and  we  will 
work  together  on  that. 

Senator  Pryor  of  Arkansas  is  another  member  of  the  committee 
who  has  been  very  concerned  about  the  floods  and  constantly  in 
touch. 

STATEMENT  OF  HON.  DAVID  PRYOR,  A  U.S.  SENATOR  FROM 

ARKANSAS 

Senator  Pryor.  Mr.  Chairman,  all  I  would  say,  and  I  hope  I  am 
not  stepping  on  any  toes,  I  hope  we  do  not  try  to  solve  the  wetlands 
dispute  nor  the  crop  insurance  dispute  nor  the  disaster  loan  pro- 
gram before  we  get  some  help  out  to  these  people. 

The  Chairman.  If  the  Senator  would  yield  just  for  a  moment  on 
that,  I  spoke  briefly  with  the  President  about  this  yesterday  and  I 
said  that  even  if  I  had  a  magic  wand  on  handling  a  number  of 
these  issues,  I  wouldn't  know  exactly  how  we  should  design  it  even 
if  I  had  99  proxies  in  my  pocket. 

But  there  is  one  thing  I  have  been  hearing  from  everybody.  A 
number  of  these  tangential  issues  on  crop  insurance  and  every- 
thing else,  deal  with  them  later.  Take  care  of  the  emergency  now. 
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Senator  Pryor.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  am  going  to  yield  back  my  time.  I  just  want  to 
commend  Secretary  Espy.  I  think  you  have  done  a  fine  job.  Your 
staff  has  done  a  fine  job.  I  think  the  President  has  been  very  re- 
sponsive. 

And  I  would  like  to  make  a  special  commendation,  I  think  he  has 
been  mentioned  here  today,  to  our  new  Director  of  FEMA,  James 
Lee  Witt.  James  Lee  Witt  has  done  an  outstanding  job,  and  I  just 
asked  Senator  Harkin  what  the  general  feeling  there  in  his  State 
and  I  hope  that  is  shared  in  the  other  States  that  have  been  affect- 
ed. 

I  think  all  of  you  have  done  a  splendid  job.  You  are  to  be  com- 
mended and  I  hope  we  can  get  on  now  with  getting  some  aid  to 
these  people. 

Mr.  Chairman,  I  yield  back  my  time. 

The  Chairman.  Thank  you  very  much. 

Senator  McConnell. 

STATEMENT  OF  HON.  MITCH  McCONNELL,  A  U.S.  SENATOR  FROM 

KENTUCKY 

Senator  McConnell.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  Kentucky's  losses  pale  in  comparison  to  everyone 
else's.  We  estimate  about  $4  to  $5  million  in  four  river  counties.  Of 
course,  if  you  happen  to  be  in  those  four  river  counties  it  is  every 
bit  as  devastating  to  you  as  it  is  to  anyone  else. 

Ballard,  Carlisle,  Hickman,  and  Fulton  Counties  right  along  the 
Mississippi  River  have  experienced  or  will  experience  by  the  time 
the  crest  hits  next  week  about  40,000  to  50,000  acres  of  crop  loss. 

Ironically,  Mr.  Secretary,  I  have  talked  to  farmers  who  had  the 
following  experience.  Part  of  their  land  is  underwater  and  the  rest 
of  their  land  is  too  dry,  so  we  are  going  to  get  it  both  ways  in  Ken- 
tucky. We  are  either  going  to  have  way  too  much  water  or  none  at 
all. 

I  want  to  commend  you,  because  I  think  you  all  are  doing  a  fine 
job.  I  join  my  colleagues  in  commending  you  and  the  President  for 
your  attentiveness  to  this.  I  think  you  are  doing  a  terrific  job. 

It  could  well  be  that  by  later  in  the  summer  we  are  going  to  have 
some  drought  problems  as  well,  so  this  could  be  a  year  that  is  just 
a  disaster  across  the  board,  too  much  water  or  too  little  water,  and 
you  might  want  to  factor  that  into  your  planning,  sort  of  looking 
down  the  next  month  or  two  in  terms  of  structuring  relief. 

I  am  going  to  be  in  my  river  counties  tomorrow,  like  everybody 
else,  talking  to  my  people.  We  will  be  expecting  to  be  treated  as 
everyone  else  is  when  the  final  relief  package  is  crafted. 

So  let  me  just  thank  you  for  the  work  that  you  are  doing  and  we 
will  be  talking  to  you  some  more  in  the  coming  weeks  about  the 
appropriate  relief  package. 

Thank  you,  Mr.  Secretary.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you.  Senator. 

Senator  Daschle. 
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STATEMENT  OF  HON.  THOMAS  A.  DASCHLE,  A  U.S.  SENATOR 

FROM  SOUTH  DAKOTA 

Senator  Daschle.  Thank  you,  Mr.  Chairman. 

The  Chairman.  You  have  just  been  out  home,  too,  and  you  are 
facing  a  lot  of  problems  there. 

Senator  Daschle.  I  thank  the  chairman  especially  for  his  willing- 
ness to  hold  this  hearing  on  such  short  notice.  He  has  certainly 
shown  leadership  in  that  regard  and  recognizes  the  tremendous 
degree  of  suffering  and  loss  that  has  been  experienced  in  areas  out- 
side of  Vermont,  and  I  appreciate  his  sensitivity  to  that. 

I  must  say,  along  with  so  many  of  my  colleagues,  no  one  has 
shown  greater  sensitivity  than  our  Secretary.  Over  2  weeks  ago,  at 
the  request  of  many  of  us,  he  dropped  what  he  was  doing  and  flew 
to  South  Dakota  and  many  of  the  Upper  Midwestern  States,  but 
that  was  the  first  time.  He  has  since  been  back  three  additional 
times  in  a  2-week  period  and  I  suspect  will  be  in  St.  Louis  again 
this  weekend.  I  don't  know  how  anyone  could  have  become  more 
responsive  more  quickly,  and  I  commend  him  and  his  staff  for  the 
remarkable  job  that  he  has  done. 

I,  like  Senator  Pryor,  want  to  commend  Mr.  Witt  as  well.  He  has 
given  FEMA  a  new  name  and  maybe  even  a  new  lease  on  life, 
given  the  fact  that  they  have  been  lambasted  for  so  long.  The  fact 
is  that  FEMA,  too,  has  responded  well.  I  appreciate  the  degree  to 
which  FEMA  has  been  able  to  assist  many  of  these  disaster-strick- 
en counties. 

I  think  we  will  be  judged  on  the  basis  of  three  criteria.  First,  the 
speed  with  which  we  provide  assistance.  Second,  the  degree  to 
which  that  assistance  is  real.  It  is  very  dangerous  for  us  to  be  over- 
promising.  It  is  also  very  dangerous  for  us  to  be  laying  out  ideals 
that  may  not  have  much  relationship  to  what  the  real  degree  of 
assistance  is,  and  I  think  we  have  to  be  careful  about  that.  They 
need  real  help,  not  promises,  not  programs,  and  not  a  lot  of  rheto- 
ric from  Washington.  They  need  help  and  they  need  it  tomorrow. 

The  last  thing  that  disaster  victims  need  is  to  be  hassled — the 
third  criterion  by  which  we  will  be  judged — how  much  hassle  is  in- 
volved in  all  of  this?  If  the  past  is  any  guide,  the  hassle  factor  is 
one  of  the  worst  components  of  disaster  situations. 

Perhaps  this  is  my  biggest  concern  this  morning,  Mr.  Secretary. 
Senator  Harkin  and  others  have  talked  about  the  iPormula  used  to 
calculate  disaster  payments.  Laying  out  the  formula  helps  sets  the 
stage  for  the  hearing  this  morning. 

Here  is  the  formula.  You  have  to  take  the  ASCS  yield,  which  I 
might  add,  parenthetically,  the  ASCS  yield  is  the  yield  that  we  es- 
tablished in  1985.  For  corn,  there  has  been  a  50-percent  increase  in 
the  jdeld  in  the  last  5  years.  Therefore,  this  ASCS  yield  is  extraor- 
dinarily outdated  to  begin  with,  but  that  is  the  figure  that  we  are 
using.  We  take  that  times  the  number  of  acres  and  that  gives  us 
what  is  called  the  expected  yield. 

Then  we  take  the  expected  yield — this  is  calculation  number 
two — take  the  expected  yield  times  65  percent  and  that  gives  you 
the  disaster  level;  that  is  if  you  have  crop  insurance.  There  is  a 
second  calculation,  we  will  call  calculation  B,  if  you  have  no  crop 
insurance,  which  is  the  expected  yield  times  60  percent. 
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The  third  calculation,  once  you  have  figured  out  the  disaster 
level,  you  take  the  disaster  level  times  65  percent  of  the  target 
price  and  that  gives  you  the  producer's  eligible  disaster  payment. 

The  fourth  calculation,  once  you  have  determined  the  payment, 
you  take  the  payment,  times  a  factor  which  is  unknown  at  this 
time.  It  is  a  factor  used  by  the  Department  of  Agriculture  in  the 
past,  which  is  a  calculation  related  directly  to  how  much  money  we 
have.  It  is  now  determined  to  be  0.5004.  It  may  be  something  else, 
but  right  now  it  is  0.5004.  So  you  take  the  payment  times  0.5004 
and  that  gives  us  the  amount  of  dis£ister  assistance. 

So  that  is  the  fourth  calculation,  the  payment  times  50  percent 
gives  us  the  disaster  assistance,  and  then  there  is  a  fifth  calcula- 
tion. You  subtract  the  deficiency  pajmient  from  that  amount. 

Secretary  Espy.  Yes. 

Senator  Daschle.  This  is  what  we  are  up  against.  That  is,  the 
most  incredibly  complex  hassle-creating  formula  I  can  think  of. 

And  I  know  in  talking  with  Secretary  Espy,  no  one  is  more  sensi- 
tive to  that  problem  than  he.  I  hope  that  as  we  address  this  year's 
disaster,  while  I  fully  appreciate  that  we  have  to  be  held  to  some 
standard  by  which  other  disasters  have  been  held,  that  we  don't 
also  have  to  be  held  to  the  mistakes  of  the  past,  and  certainly  this 
is  a  mistake. 

Mr.  Chairman,  we  must  deal  with  this  disaster  so  as  not  to 
create  a  further  disaster  in  the  bureaucracy  and  the  hassle  factor 
that  so  many  producers  have  had  to  contend  with. 

Senator  Conrad.  Would  the  Senator  yield  for  a  question  on  the 
calculation? 

Senator  Daschle.  I  would  be  happy  to. 

Senator  Conrad.  Would  the  chairman  permit  a  question? 

The  Chairman.  Of  course. 

Senator  Conrad.  Isn't  it  true  that  in  the  1988  drought  disaster 
we  didn't  take  it  times  that  final  factor  of  0.5? 

Senator  Daschle.  The  Senator  is  correct. 

Senator  Conrad.  We  gave  65  percent,  once  you  had  gone  through 
the  calculations  in  which  the  first  35  percent  of  the  loss  the  farmer 
eats  and  then  any  losses  over  that,  65  percent  of  the  deficiency  pay- 
ment times  the  loss  would  give  you  the  amount  the  farmer  would 
recover.  There  wasn't  that  additional  50-percent  reduction. 

Senator  Daschle.  The  Senator  is  correct. 

Senator  Conrad.  Exactly. 

Senator  Daschle.  So  really,  we  are  cutting  in  half  the  disaster 
assistance  that  was  provided  in  the  1988  drought,  for  example.  And 
that  is  why  for  us  to  set  a  goal  of  50  cents  on  the  dollar  loss,  which 
all  of  us  have  addressed  as  an  appropriate  goal,  you  can't  come 
close  to  acquiring  that  goal  by  using  a  formula  first  as  cumbersome 
as  this  is,  but  secondly  which  brings  down  the  real  level  of  disaster 
assistance  to  a  fraction  of  that  50  percent. 

Senator  Harkin.  If  the  Senator  would  yield  further — 

Senator  Daschle.  I  would  be  happy  to  yield. 

Senator  Harkin.  Senator  Conrad  has  really  brought  it  home.  The 
bottom  line,  through  all  of  these  contortions  and  these  calculations, 
the  bottom  line  is  we  are  cutting  in  half  what  a  farmer  would  have 
gotten  before  under  disaster  pajnnents.  This  50-percent  calculation 
was  insisted  upon  by  the  Bush  administration.  Otherwise,  he  would 
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have  vetoed  a  disaster  bill  that  we  had  in  1991.  That  formula  then 
was  used  and  has  been  used  ever  since. 

I  have  said  before  that  it  is  a  bad  precedent  and  we  ought  to  do 
away  with  it,  but  the  bottom  line  is  simply  that  it  cuts  it  in  half. 
And  if  I  am  not  mistaken,  it  means  really  to  the  lay  person  out 
there  that  can't  get  through  all  these  formulas — it  is  hard  enough 
for  those  of  us  that  work  in  this  all  the  time — that  really  the 
farmer  is  getting  about  20  percent  on  the  dollar  of  the  disaster. 
That  is  really  what  he  is  getting.  I  think  that  is  the  ballpark 
figure. 

Senator  Daschle.  That  is  our  estimate.  I  would  emphasize,  that 
isn't  what  this  administration  has  proposed,  though.  That  is  cur- 
rent law,  and  the  law  is  going  to  have  to  be  changed  as  we  pass 
this  disaster  legislation. 

Senator  Harkin.  But  the  50-percent  formula  is  not  in  law. 

Senator  Daschle.  This  calculation,  as  I  understand  it,  is  part  of 
statute. 

Senator  Harkin.  We  need  to  get  this  cleared  up.  I  think  the  50- 
percent  formula  is  not  in  law. 

Senator  Daschle.  Oh  no,  no,  the  formula  is  but  the  50  percent 
was  not  until  pass£ige  of  this  most  recent  1993  disaster  supplemen- 
tal appropriations. 

Senator  Harkin.  That  is  correct. 

Senator  Daschle.  That  is  right. 

Senator  Harkin.  I  thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Coverdell. 

Senator  Coverdell.  Thank  you,  Mr.  Chairman. 

The  Chairman.  I  want  Secretary  Espy  to  know  that  we  are  still 
going  to  receive  his  testimony  before  the  waters  totally  recede. 
[Laughter.] 

STATEMENT  OF  HON.  PAUL  COVERDELL,  A  U.S.  SENATOR  FROM 

GEORGIA 

Senator  Coverdell.  Mr.  Chairman,  I  want  to  thank  you  for  your 
attention  to  this  matter.  The  whole  Nation  obviously  is  engaged  in 
this  activity  and  I  echo  the  appreciation  to  you,  Mr.  Secretary,  and 
to  your  colleagues,  especially  Director  Witt  with  FEMA. 

I  guess  I  represent  some  of  the  unique  ironies  here  in  that  we 
are  confronted  with  drought.  The  dry  land  corn  in  South  Georgia 
and  South  Carolina  is  gone.  We  won't  dwell  on  that.  Senator  Mc- 
Connell  of  Kentucky  has  alluded  to  it  as  an  issue  that  will  be  fac- 
tored into  this  matter,  but  for  the  moment,  I  would  like  to  defer 
my  time  back  to  the  chairman  so  that  we  might  proceed  to  hear 
from  the  Secretary. 

The  Chairman.  Thank  you  very  much,  Senator  Coverdell. 

At  this  point,  I  would  like  to  include  a  statement  from  Senator 
David  Boren  of  Oklahoma,  who  was  unable  to  be  here  this  morn- 
ing. 

[The  prepared  statement  of  Senator  Boren  follows:] 

Prepared  Statement  of  Hon.  David  L.  Boren,  U.S.  Senator  from  Oklahoma 

Thank  you  for  coming  Mr.  Secretary.  First  I  want  to  commend  you  and  the  De- 
partment of  Agriculture  for  the  prompt  and  efficient  relief  that  was  provided  to 
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many  Oklahomans  who  were  impacted  by  catastrophic  floods  and  rain  earlier  this 
year. 

It  was  heartbreaking  to  see  the  fast-rising  floodwaters  in  Iowa,  Missouri  and  other 
States  of  the  Upper  Midwest  overtake  homes,  farms  and  even  entire  towns.  Thou- 
sands of  volunteers  dropped  everji;hing  and  joined  together  to  save  their  communi- 
ties from  the  fury  of  Mother  Nature.  That  spirit  of  community  involvement  and 
shared  sacrifice  is  the  silver  lining  of  a  tragedy  like  the  Mississippi  floods. 

As  you  grapple  with  determining  the  resources  you  will  need  to  assist  those  im- 
pacted by  the  floods,  I  want  to  caution  you  not  to  overlook  other  areas  of  the  coun- 
try that  may  have  been  hit  just  as  hard  in  their  area  as  the  massive  floods  in  the 
Midwest.  A  natural  disaster  does  not  discriminate  between  a  farmer  in  Georgia  or  a 
homeowner  in  Des  Moines.  While  the  geographic  area  of  the  flooding  may  include 
many  States  in  the  Midwest,  it  may  only  be  a  few  counties  in  South  Carolina.  But 
let  me  assure  you,  the  citizens  of  those  few  counties  suffer  just  as  greatly  as  those 
who  reside  in  Minnesota  or  South  Dakota. 

So  as  you  proceed  with  your  analysis,  I  ask  you  not  to  forget  those  who  may  not 
have  been  featured  on  the  nightly  news  or  been  in  the  spotlight  of  national  atten- 
tion. They  all  deserve  our  best  efforts  to  minimize  the  impact  of  their  disaster.  I 
look  forward  to  working  with  you  and  I  wish  you  well  in  your  endeavor. 

The  Chairman.  Mr.  Secretary,  again,  I  think  you  have  heard 
how  appreciative  the  members  are  of  the  time  you  spent,  the  time 
Mr.  James  Lee  Witt  has  spent  from  FEMA,  and  others. 

I  do  not  come  from  a  part  of  the  country  hit  by  floods.  If  any- 
thing, we  have  been  too  dry.  But  I  think  I  am  reflective  of  all 
Americans  when  we  feel  more  and  more  as  a  family,  whatever  part 
of  the  country  we  are  from,  when  we  see  such  a  disaster  hitting  a 
major  part  of  our  country.  And  that  is  why  I  said  early  on,  before  I 
am  going  to  even  consider  a  foreign  aid  bill,  we  are  going  to  consid- 
er what  we  are  going  to  do  right  here  in  the  United  States  where 
the  need  is  so  great. 

Mr.  Secretary,  it  is  an  honor  to  have  you  here,  and  please  pro- 
ceed, sir. 

STATEMENT  OF  HON.  MIKE  ESPY,  SECRETARY,  U.S.  DEPARTMENT 
OF  AGRICULTURE,  WASHINGTON,  DC,  ACCOMPANIED  BY  PATTI 
MORRIS,  STEVE  DEWHURST,  RANDY  WEBER,  KATHLEEN  CON- 
NELLY, AND  KEITH  COLLINS,  U.S.  DEPARTMENT  OF  AGRICUL- 
TURE 

Secretary  Espy.  Thank  you.  Senator. 

To  Senator  Leahy  and  to  the  distinguished  members  of  this  com- 
mittee, I  have  listened  to  the  debate.  I  appreciate  the  compliments. 
The  debate  on  the  payment  formula  has  been  interesting. 

Normally  I  would  begin  my  part  of  this  by  saying  what  a  pleas- 
ure it  is  for  me  to  be  here,  but  we  all  know  that  is  not  true.  I  am 
not  happy  to  be  here,  and  none  of  you  are  happy  that  any  of  us  are 
here  discussing  this  particular  situation.  But  then  again.  Mother 
Nature  didn't  ask  us  for  our  opinion.  It  is  still  raining,  it  is  still 
flooding,  and  it  is  raining  on  Democratic  farms,  it  is  raining  on  Re- 
publican farms,  so  our  response  must  be  quick,  it  must  be  appropri- 
ate, and  it  must  be  bipartisan. 

Mr.  Chairman,  today  I  am  going  to  give  you  a  lot  of  figures.  I 
would  like  to  provide  updated  estimates  on  yields  and  losses.  I  hope 
you  know  that  it  is  a  moving  target.  It  changes  from  day  to  day,  as 
does  the  river,  but  I  would  like  to  give  you  some  idea  of  what  we 
are  facing  today  on  yield  losses  and  estimates  on  claims  for  crop 
insurance,  and  then  I  would  like  to  specifically  talk  about  the 
President's  disaster  package  related  to  agriculture. 
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But  before  I  get  into  that,  I  would  like  to  tell  you  that  numbers 
simply  can't  tell  the  story  of  Des  Moines  and  all  of  Iowa,  of  Illinois, 
Minnesota,  Missouri,  Nebraska,  South  Dakota,  Wisconsin,  and  now 
even  North  Dakota  and  Kansas.  Numbers  cannot  describe  the 
power,  the  force,  and  the  destruction  wielded  when  all  of  these 
rivers,  the  Mississippi,  the  Missouri,  the  Des  Moines  and  Raccoon 
and  so  many  others  take  on  lives  of  their  own. 

I  have  been  to  this  region  of  the  Upper  Midwest  about  four  times 
in  the  last  2  to  IVi  weeks.  Just  2  days  ago.  President  Clinton  and  I 
returned  from  Iowa. 

All  Americans  should  show  concern  about  this  particular  situa- 
tion because  this  is  an  incredible  agricultural  belt.  It  provides 
about  $45  billion  usually  in  agricultural  production,  two-thirds  of 
all  the  corn  produced  in  America,  about  6  billion  bushels,  one-half 
of  all  the  soybeans  grown  in  the  United  States  in  this  region,  about 
1  billion  bushels  a  year,  one-fifth  of  all  the  wheat. 

And  right  now,  as  best  we  can  tell,  there  are  about  8  million 
acres  underwater  in  the  Upper  Midwest  region,  many  farmers  pre- 
vented from  planting,  and  those  having  already  planted  are  show- 
ing stunted  growth.  We  think  we  have  about  20-plus  million  acres 
adversely  affected  by  this  situation. 

We  walked  with  producers  through  their  ruined  fields  of  corn 
and  soybeans.  We  have  talked  with  farmers  and  their  families,  and 
you  can  see  the  anguish,  the  misery,  and  the  fear  in  their  eyes. 
You  couldn't  help  but  see  the  fields  and  crops  as  they  do,  not  just 
as  economic  losses  for  today  but  as  potentially  ruined  lives,  liveli- 
hoods, and  futures. 

But  I  have  witnessed  something  else  on  my  tours,  Mr.  Chairman, 
the  kind  of  outpouring  of  community  support  that  makes  people 
think  of  the  Midwest  when  they  think  of  what  is  the  best  of  Amer- 
ica. I  have  seen  15-year-olds  and  60-year-olds  filling  and  hoisting 
sandbags,  farmers  carrying  water  to  hospitals,  businesses  contribut- 
ing water  and  supplies  to  help  relieve  this  critical  situation. 

If  all  of  these  good  people  can  come  through  for  their  neighbors 
and  for  their  friends  and  for  their  communities,  if  they  can  exhibit 
under  such  incredible  hardship  conditions  what  we  know  is  the 
guts  and  the  glory  of  America,  we  all  know  that  we  cannot  fail  but 
to  come  through  for  them  now. 

So  I  submit  to  you  today  that  swift  national  assistance  on  a  scale 
necessary  to  relieve  this  devastation  is  demanded  of  us  and  is  as 
characteristic  of  the  can-do  spirit  of  America  as  bagging  the  levees 
on  the  Missouri  and  the  Mississippi  Rivers.  The  dimension  of  this 
disaster  demands  no  less. 

Again,  a  lot  of  the  estimates  that  I  will  provide  to  you  will 
change,  will  increase,  because  as  I  said  before,  this  is  a  moving 
target.  But,  Mr.  Chairman,  Iowa  right  now  is  at  the  center  of  the 
flood  zone.  Iowa  is  registering  its  wettest  years  since  records  began 
in  1873.  June  rainfall  in  much  of  the  western  corn  belt  was  more 
than  200  percent  of  normal.  In  early  July,  rainfall  continued  to 
exceed  200  percent  of  normal  and  some  areas  even  exceeded  700 
percent  of  normal.  The  National  Weather  Service  continues  to  call 
for  above-average  precipitation  in  the  western  corn  belt  in  the  im- 
mediate future. 
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So  USDA  is  constantly  assessing  and  reassessing  potential  crop 
losses.  We  estimate  that  harvested  acres  of  corn  and  soybeans  will 
be  at  least  several  million  acres  below  what  we  expected  in  June. 
We  have  estimates  of  the  total  corn  and  soybean  land  not  planted 
that  are  flooded  that  are  as  high  as  8  million  acres. 

But  while  the  impacts  are  great,  we  do  not  consider  these  losses 
of  such  magnitude  that  they  will  jeopardize  the  food  supply  or  sig- 
nificantly affect  food  prices.  The  main  effect  of  high  soybean  and 
corn  prices  is  an  increase  in  the  cost  of  producing  meat  and  in  the 
price  of  vegetable  oils.  However,  only  modest  price  increases  in 
meat  and  vegetable  oils  are  expected.  At  this  point,  the  consumer 
price  index  (CPI)  for  food  is  expected  to  rise  at  most  by  only  a  few 
tenths  of  a  percentage  point. 

Those  taking  the  brunt  of  Nature's  rampage  and  those  at  the 
center  of  USDA's  assistance  efforts  are  Midwest  farmers  and  resi- 
dents. In  our  response,  I  would  like  to  ask  for  your  help  in  provid- 
ing up  to  $900  million  for  immediate  emergency  agricultural  assist- 
ance and  $45  million  for  cleanup  for  Midwest  farmers  and  their 
communities.  These  funds  are  part  of  the  $2.5  billion  emergency 
package  requested  by  President  Clinton  this  week. 

I  would  like  to  stress  that  this  requested  assistance  for  farmers  is 
at  the  same  level  as  the  help  given  victims  of  other  recent  disasters 
such  as  Hurricane  Andrew,  a  level  of  about  50  cents  on  the  dollar. 

This  farm  portion  of  the  emergency  package  includes  $600  mil- 
lion for  immediate  disaster  assistance  to  farmers.  This,  of  course,  is 
in  addition  to  the  $100  million  already  appropriated  and  released 
by  the  President.  Three  hundred  million  in  contingency  funding  is 
to  be  made  available  by  the  President  if  necessary,  and  we  think  it 
will  be  necessary.  The  President  also  requests  authority  to  reach 
into  our  CCC  funds  if  the  requested  emergency  funds  are  not 
enough  to  cover  all  disaster  payments.  And  again,  we  expect  that 
this  necessity  will  occur. 

The  request  for  cleanup  funds  includes  $20  million  for  debris  re- 
moval and  grading  and  shaping  of  farmland  under  our  emergency 
conservation  program  and  $25  million  for  our  Soil  Conservation 
Service  to  work  with  local  communities  in  such  activities  as  open- 
ing and  restoring  water  courses,  levees,  protecting  homes,  business- 
es, and  schools. 

I  would  like  to  assure  you  right  now,  Mr.  Chairman  and  each 
and  every  member  of  this  committee,  that  if  this  disaster  bill  is  ap- 
proved, the  farmers  and  the  producers  within  the  affected  region 
will  receive  their  checks  just  as  quickly  and  efficiently  as  we  can 
process  them. 

And  again,  I  want  to  be  clearer  than  that.  When  it  comes  to  pre- 
vented plantings  and  estimates  of  complete  loss,  by  the  time  we  re- 
ceive these  funds  and  the  claims  have  been  made,  we  hope  that  we 
can  get  a  check  out  to  these  producers  within  a  2-week  period,  and 
when  it  comes  to  crop  insurance,  the  checks  back  to  them  within 
15  to  20  days.  This  is  our  hope  and  this  is  our  expectation. 

On  Wednesday,  I  announced  certain  program  changes  to  aid 
flood  victims.  We  will,  for  example,  allow  producers  to  enter  the 
farmer-owned  reserve  who  did  not  meet  the  April  30  deadline.  We 
are  giving  these  producers  in  disaster  areas  who  have  1992  wheat 
or  feed  grain  loans  that  mature  in  June,  July,  and  August  the  op- 
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portunity  to  extend  these  loans  to  September  30,  and  we  are  quick- 
ly handling  requests  for  the  release  of  CRP  program  acreage  for 
emergency  haying  and  grazing. 

The  emergency  funds  that  I  am  requesting  today  are  in  addition 
to  help  already  provided.  For  instance,  in  the  Farmers  Home 
Arena,  where  we  have  considerable  support,  none  of  that  is  in- 
volved in  this  emergency  declaration  request.  We  already  have  the 
money  we  expect. 

Earlier  this  week,  we  approved  emergency  food  stamps  for  flood 
victims  in  15  counties  in  Illinois.  I  understand  that  50  counties  in 
Missouri  have  already  been  declared  eligible  now  for  food  stamp  as- 
sistance. This  will  entitle  those  eligible  to  receive  a  month's  worth 
of  benefits.  In  the  case  of  Illinois,  we  have  given  out  about  $25,000 
in  the  value  of  food  stamps  already.  We  are  also  working  with  offi- 
cials in  other  flood  States  and  stand  ready  to  respond  as  they  re- 
quest emergency  food  stamps. 

On  July  6,  in  a  swift  response  to  the  early  stages  of  the  flood 
crisis,  the  President  made  $397  million  available  in  disaster  funds. 
At  that  time,  of  course,  as  you  know,  we  also  waived  the  minimum 
size  and  width  requirements  for  acreage  conservation  reserve  and 
conserving  use  acreage,  and  we  extended  the  prevented  planting 
credit  deadline  and  made  low-interest  loans  available. 

Mr.  Chairman,  I  will  just  say  that  I  think  that  the  USDA  has 
provided  all  discretionary  assistance  available  at  this  time  except 
for,  of  course,  waiving  the  repayment  of  the  advance  deficiency 
payments.  We  reviewed  this  in  an  intensive  way  and  this  is  not  an 
option  for  us  because  we  are  not  able  to  do  that  under  the  law  as 
presently  written. 

When  it  comes  for  specific  claims  estimates,  I  have  this  informa- 
tion. I  certainly  could  give  it  to  you  State  by  State,  but  I  will  just 
say  on  an  aggregate  I  have  information  here  for  Illinois,  Iowa, 
Kansas,  Missouri,  Minnesota,  Nebraska,  North  Dakota,  South 
Dakota,  and  Wisconsin. 

The  Chairman.  We  will  also  put  that  in  the  record. 

Secretary  Espy.  Thank  you,  sir. 

The  Chairman.  For  that  matter,  we  will  include  any  other  mate- 
rial like  that,  Mr.  Secretary,  that  you  have  in  the  record. 

Secretary  Espy.  I  thank  you  for  making  that  available. 

Claims  for  program  crop  losses,  on  an  aggregate,  $681.4  million 
in  program  crops  and  claims  for  nonprogram  crops,  $584.7  million. 
This  is  the  ASCS  information  available  on  July  9.  That  is  about 
$1.26  billion  in  estimated  claims.  Again,  we  believe  that  this  will 
increase.  We  expect  that  it  will  increase. 

In  fact,  Mr.  Chairman,  on  August  11  we  will  be  able  to  report  the 
results  of  our  survey  within  the  Upper  Midwest  region  from  data 
now  being  collected  by  the  National  Agricultural  Statistical  Serv- 
ice, and  that,  I  believe,  on  August  11  will  be  the  clearest  idea  of 
what  is  happening  up  there  at  this  time. 

I  would  also  like  to  tell  you  that  when  it  comes  to  Federal  crop 
insurance  information,  and  that  has  been  much  talked  about  so  far 
today,  when  it  comes  to  total  liabilities  in  these  same  States,  we 
have  now  about  $4,935  billion  in  liability  on  an  aggregate  basis  for 
these  same  States  and  projected  indemnity  in  millions  of  about 
$720.8  million  right  now.  Again,  we  can  discuss  this  as  well. 
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Also,  Mr.  Chairman,  we  now,  of  course,  in  addition  to  our  normal 
Farmers  Home  offices  and  ASCS  offices,  we  have  28  locations  in 
FEMA  offices,  28  FEMA  offices  in  flooding  areas,  and  in  each  and 
every  area  we  either  have  Farmers  Home  personnel  or  ASCS  staff 
or  FNS  staff  present.  At  present,  under  orders  of  this  committee 
we  have  been  asked  to  collocate  as  much  as  possible,  and  I  think 
Mother  Nature  helped  us  on  that  because  a  lot  of  our  offices  have 
been  flooded  as  well,  so  we  have  had  to  join  forces  and  collocate  in 
the  flooded  area  as  well. 

In  conclusion,  Mr.  Chairman,  I  would  just  like  to  say  that  I  have 
been  asked  this  question,  and  I  am  sure  it  is  going  to  be  asked  of  us 
today.  In  these  times  of  fiscal  and  budget  constraints,  can  we  afford 
these  extra  expenditures?  We  have  to  say,  can  we  afford  not  to? 
Without  our  assistance  unsparingly  and  fast,  the  producers,  the 
business  people,  the  homeowners  of  the  Midwest  will  be  financially 
devastated,  and  this  is  aid,  as  the  President  said,  that  they  should 
not  be  ashamed  to  take.  We  certainly  think  this  aid  is  practical 
and  necessary. 

But  it  is  more.  Under  severe  conditions  such  as  this,  the  Presi- 
dent and  I  have  no  doubt,  and  I  am  sure  that  you  will  concur,  that 
even  a  budget  in  fiscally  restrained  times  can  and  must  accommo- 
date the  people  it  is  designed  to  serve. 

I  am  available  to  answer  any  questions.  I  have  a  lot  of  help  here 
today.  We  have  staffers  from  the  budget  office,  the  economics 
office,  the  ASCS  office,  the  crop  insurance  office,  and  the  FNS 
office,  and  so  any  questions  that  you  might  want  to  ask  right  now  I 
will  certainly  be  glad  to  answer. 

But  again,  thank  you  for  allowing  me  to  testify.  This  is  a  moving 
target.  The  estimates,  of  course,  will  increase,  but  we  want  to  deliv- 
er this  aid  on  a  two-prong  basis,  quickly  and  appropriately. 

Thank  you. 

[The  information  of  Secretary  Espy  follows:] 

ESTIMATED  1993  DISASTER  CLAIMS  BASED  ON  CURRENT  CONDITIONS 


[In  millions  of  dollars] 

State  Program        """P^""  .     . 

r£.  gfai"  Total 


MIDWEST 

Illinois 61.1 

Indiana 7-9 

Iowa 156.0 

Michigan 2.0 

Minnesota 126.0 

Missouri 75.0 

Ohio 0.4 

Wisconsin 90.0 


Total 518.4 

NORTHWEST 

Alaska 0.0 

Idaho ;. 10 

Montana 12.6 

North  Dakota 10-5 

Nebraska 11-6 

Oregon 0.8 

South  Dakota 91-2 


46.0 

107.1 

8.0 

15.9 

113.0 

269.0 

2.0 

4.0 

188.0 

314.0 

25.0 

100.0 

0.4 

0.8 

85.0 

175.0 

467.4 

985.8 

0.0 

0.0 

0.5 

1.5 

7.4 

20.0 

16.3 

26.8 

3.4 

15.0 

7.6 

8.4 

90.0 

181.2 
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ESTIMATED  1993  DISASTER  CLAIMS  BASED  ON  CURRENT  CONDITIONS— Continued 


Slate 


Washington 

Wyoming 

Total 

SOUTHEAST 

Alabama 

Arkansas 

Florida 

Georgia , 

Kentucky 

Louisiana 

Mississippi 

North  Carolina 

South  Carolina 

Tennessee 

Virginia 

Total 

SOUTHWEST 

Arizona 

California 

Colorado 

Hawaii 

Kansas 

Nevada 

New  Mexico 

Oklahoma 

Texas ;. 

Utah 

Total 

NORTHEAST 

Connecticut 

Delaware 

Maine 

Maryland 

IVIassachusetts 

New  Hampshire 

New  Jersey 

New  York 

Pennsylvania 

Rhode  Island 

Vermont 

West  Virginia 

Total 

U.S.  TOTAL  1,039.8 

Source:  USDA/ASCS,  current  as  of  7/09/93. 


[In  millions  of  dollars] 

Program 
Crops 

Nonpro- 
gram 
Crops 

Total 

0.0 

2.0 
0.1 

?n 

0.3 

04 

128.0 

127.3 

15.0 

25.0 

112.7 

25.0 

5.5 
11.3 

6.8 
14.0 
10.0 

9.0 

6.4 

255  3 

25.0 

400 

35.0 

60  n 

2.6 

115  3 

40.0 
3.7 

65.0 
9? 

5.1 

164 

11.2 

180 

21.0 

35  0 

20.0 

30  0 

7.1 

161 

1.6 

80 

.      172.3 

240.7 

6.6 

8.0 

4.0 

1.3 

18.0 

1.5 

5.1 

15.0 

56.4 

1.4 

413  0 

1.6 

8? 

5.0 

130 

14.0 

180 

0.0 

13 

60.0 

78  0 

0.2 

1  7 

6.5 

11  fi 

30.0 

45  0 

96.5 

1529 

1.0 
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214.8 

117.3 

1.2 
1.6 
0.0 
0.0 
3.0 
0.0 
0.0 
17.2 
0.0 
0.2 
0.0 
0.1 

3321 

0.5 

1  7 

0.3 

19 

0.0 

no 

0.0 

no 

0.1 

31 

0.0 

on 

0.0 

on 

4.3 

215 

0.9 

09 

0.0 

02 

0.0 

00 

0.2 

0  3 

6.3 

23.3 

29  6 

976     2,015.8 


The  Chairman.  Thank  you,  Mr.  Secretary. 

I  know  at  our  meeting  yesterday  with  the  President  that  he  went 
out  of  his  way  to  praise  you  and  your  staff,  Mr.  Witt,  and  others 
who  have  been  out  there.  I  know  that  you  have  been  working,  I 
was  going  to  say  virtually  around  the  clock,  but  in  many  instances 
literally  around  the  clock  in  going  there.  I  also  know  the  President 
mentioned  getting  a  phone  call  going  down  the  river.  I  believe  it 
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was  Vice  President  Gore  or  was  that  you  that  had  called  him?  I 
guess  you  were  both  calling  back  and  forth  during  that  time. 

You  have  asked,  can  we  do  this,  and  the  question  answers  itself. 
We  have  to  do  it.  I  agree  with  you.  The  American  people  are  a  gen- 
erous people.  We  respond  if  there  are  earthquakes  in  Armenia,  if 
there  is  starvation  in  Somalia,  if  there  is  a  typhoon  in  Bangladesh. 
We  respond  generously  as  the  greatest  and  most  powerful  nation 
on  earth. 

We  also  have  to  remember  that  we  have  to  respond  when  we 
have  these  disasters  in  our  own  country,  and  we  now  have  the  dis- 
aster in  our  own  country.  As  I  have  said  several  times  at  this  hear- 
ing, we  will  set  aside  for  the  moment  the  consideration  of  our  for- 
eign aid  bill  and  worry  about  our  home  aid  bill. 

I  also  want  to  just  take  a  moment  to  thank  the  number  of  people 
who  are  not  part  of  Government  agencies,  who  are  not  paid  by  tax 
dollars,  who  just  volunteered  and  helped  here.  It  makes  me  think 
of  the  time  when  there  was  a  drought  in  the  Southern  States  and  I 
remember  even  in  my  own  State  of  Vermont  we  were  loading  up 
hay  to  send  south.  I  remember  my  youngest  son  coming  home  lame 
and  blistered  after  a  day  of  loading  hay  onto  a  truck  to  go  down  to 
a  county  in  Georgia  that  he  would  probably  never  see  in  his  life. 
That  is  happening  all  around  the  country  today  and  I  think  it 
brings  out  the  best  of  us. 

But  in  the  final  analysis,  the  major  areas  are  going  to  have  to  be 
handled  by  you  as  Secretary  of  Agriculture,  by  the  Federal  Govern- 
ment, and  by  the  Congress  in  appropriating  the  necessary  money. 

Now  since  the  1990  crop,  we  passed  a  700-page  farm  bill,  actually 
the  longest  piece  of  legislation  ever  enrolled  as  a  Senate  bill.  There 
have  obviously  been  a  lot  of  changes  in  farm  programs  since  that 
1990  crop,  so  I  suspect  that  there  are  going  to  be  some  legal  and 
administrative  ambiguities  that  are  going  to  arise  and  your  legal 
counsel's  office  is  probably  already  digging  those  up. 

Instead  of  a  4-year-old  disaster  program  designed  under  a  differ- 
ent price  support  program  under  a  previous  farm  bill,  do  we  have 
to  update  disaster  laws  to  reflect  the  changes?  You  are  dealing 
with  our  old  disaster  law  now.  Would  life  be  easier  for  you  if  you 
had  a  disaster  law  that  more  accurately  reflects  what  has  hap- 
pened and  what  the  changes  have  been  in  the  last  3  years? 

Secretary  Espy.  I  would  like  to  express  positive  support  for  that 
idea.  As  we  have  heard  here  today,  in  all  truthfulness,  the  produc- 
tion yields  have  changed.  They  really  have  increased,  and  that 
ought  to  be  reflected  in  new  law.  Many  other  things  have  happened 
that  should  be  changed  as  well. 

But  I  would  like  to  say  to  you,  sir,  that  this  is  an  initial  response. 
We  wanted  a  clean  bill.  We  want  a  bill  that  we  can  move  through 
this  body  very  rapidly,  and  in  order  to  do  that  we  believe  that  we 
have  to  use  existing  authorities  and  existing  formulas  so  that  we 
can  do  something  quickly  to  move  the  aid  to  the  affected  producers. 

But  when  it  comes  to  crop  insurance  changes,  there  is  no  doubt 
that  this  must  be  done.  We  have  to  figure  out  a  program  providing 
for  incentives  for  universal  participation.  We  have  to  find  ways  to 
create  a  bill  that  has  a  catastrophic  feature  or  at  least  a  feature  for 
prevented  planting,  and  that  certainly  should  be  put  into  an  updat- 
ed disaster  bill. 
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We  must  do  that,  but  I  don't  want  to  do  it  now  because  the  folks 
out  there  are  hurting  right  now. 

What  I  would  really  like  to  do,  sir,  we  know  that  you  have  great 
ideas.  Members  of  the  House  have  great  ideas,  and  the  commis- 
sions of  agriculture  in  the  several  States  have  great  ideas,  and  we 
all  ought  to  sit  down  next  week  or  the  week  after  in  a  room,  shut 
the  door,  and  talk  about  modification  of  crop  insurance. 

But  we  really  would  like  to  move  this  through  in  as  expeditious  a 
way  as  possible. 

The  Chairman.  When  I  talked  with  you  yesterday  and  also  when 
I  spoke  with  the  President,  I  said  that  we,  at  least  in  my  estima- 
tion, we  could  not  hold  up  the  disaster  relief  to  rewrite  the  Crop 
Insurance  Program.  But  I  think  you,  the  President,  and  everybody 
else  involved  realize  we  have  to  tackle  that  problem. 

You  said  something  similar — go  ahead. 

Secretary  Espy.  No,  I  just  wanted  to  say  to  you  it  is  really  illunii- 
nating  when  you  look  at  the  statewide  participation  of  producers  in 
the  Crop  Insurance  Program,  and  again,  I  have  figures  for  all 
States  here,  but  the  highest  is  Kansas,  76.4  percent  of  the  farmers 
participate  in  crop  insurance  statewide,  and  the  low  in  Wisconsin, 
11.3  percent  participating  in  crop  insurance  statewide,  and  in  Iowa 
about  60  percent,  Minnesota  48,  Missouri  24,  Nebraska  56,  South 
Dakota  50,  and  Illinois  44,  so  it  falls  within  the  range. 

The  formula  is  different,  the  payments  are  different,  and  a  lot  of 
farmers  just  really  don't  feel  that  the  premiums  fit  the  coverage.  It 
is  just  excessively  high  for  what  they  feel  they  will  get  and  they 
just  don't  participate. 

The  Chairman.  I  think  it  is  safe  to  say  we  are  not  going  to  fix 
the  crop  insurance  program  either  in  this  disaster  relief  or  in  the 
reconciliation  bill,  but  I  am  wondering,  at  a  minimum  in  this  disas- 
ter bill,  should  we  insist  that  any  producer  who  receives  emergency 
aid  and  is  eligible  to  purchase  crop  insurance  should  be  required  to 
purchase  it  in  the  future  for  a  certain  period  of  time  as  a  condition 
of  receiving  that  aid?  We  did  something  similar  to  that  in  1988,  as 
I  recall. 

Secretary  Espy.  I  believe,  Mr.  Chairman,  that  that  is  covered  in 
this  disaster  bill.  Purchase  of  future  crop  insurance  is  required 
under  this  proposal. 

The  Chairman.  For  how  long,  do  you  know  offhand? 

Mr.  Dewhurst.  For  the  next  year. 

The  Chairman.  For  the  next  year.  Should  we  consider  making  it 
more  than  1  year? 

Secretary  Espy.  We  should  consider  it,  but  within  1  year  we 
really  ought  to  have  a  workable  program.  I  would  like  right  now  to 
require  the  1  year  and  just  to  make  sure  that  by  the  next  time  the 
year  rolls  around,  we  have  a  new  deal. 

The  Chairman.  Part  of  it  is  the  dollar  amount  and  part  of  it  is 
the  signal  we  send.  A  lot  of  farmers  are  going  to  receive  financial 
aid  under  this  proposed  relief  package  who  could  have  bought  crop 
insurance.  I  mean,  they  were  otherwise  eligible  but  they  chose  not 
to.  I  think  we  only  have  about  a  40-percent  participation  in  the 
program. 

Obviously  we  are  going  to  seek  to  help  everybody,  but  how  do 
you  avoid  sending  the  kind  of  signal  that  it  doesn't  really  make 
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any  difference  whether  you  buy  crop  insurance.  If  there  is  a  disas- 
ter, you  are  going  to  be  taken  care  of.  On  the  one  hand,  the  people 
who  didn't  buy  it  get  relief.  The  people  who  did  buy  it  say,  we  are 
kind  of  getting  hit  twice.  We  paid  for  it,  we  would  have  been  made 
whole  anyway. 

How  do  you  get  around  that? 

Secretary  Espy.  Well,  we  do  have  a  catch-22  of  sorts,  and  we  have 
discussed  it  and  Senator  Kerrey  and  I  have  discussed  it  several 
times,  lately  by  phone  from  Iowa. 

It  is  a  catch-22.  We  have  an  inadequate  Crop  Insurance  Program 
where  farmers  really  just  don't  want  to  pay  this  level  of  premium 
when  there  is  no  anticipated  disaster  within  sight.  And  when  there 
is  a  disaster,  they  are  also  very  chagrined  and  very  upset  that 
many  of  them  have  been  paying  and  paying  and  paying  these  pre- 
miums for  years  and  years,  and  then  when  the  big  one  comes  along 
and  they  are  prevented  from  planting,  it  is  not  covered  under  the 
program.  Again,  that  has  a  chilling  effect  on  participation  in  the 
future. 

So  we  have  a  problem,  and  then  the  greatest  irony  of  all  is,  as 
you  said,  sir,  when  you  have  a  disaster  like  this  then  the  Congress 
responds  and  the  President  responds,  as  we  should,  and  we  provide 
some  level  of  recovery.  So  we  have  to  come  up  with  a  program  that 
invites  universal  participation. 

Again,  knowing  that  this  is  a  100-year  flood,  I  mean,  we  haven't 
had  anything  like  this  in  120  years 

The  Chairman.  But  since  I  have  been  chairman — and  I  don't 
want  to  suggest  that  there  is  any  relationship  to  me  being  chair- 
man of  this  committee  and  the  disasters  that  have  taken  place  in 
the  last  few  years — but  I  remember  when  I  first  became  chairman 
one  of  the  things  I  did  was  to  take  the  committee,  literally  take  the 
whole  committee  and  the  Secretary  of  Agriculture,  and  head  out  to 
the  Midwest  because  of  a  terrible  drought  we  were  facing.  I 
brought  the  committee  around,  something  that  had  never  been 
done  before,  to  see  how  we  would  respond  to  this  drought. 

Then  we  came  back  and,  of  course,  we  faced  the  crop  insurance 
question  because  they  said  this  was  if  not  a  100-year  drought,  prob- 
ably a  50-year  drought,  and  now  we  have  the  100-year  flood.  But 
there  are  disasters  that  go  on. 

I  share  your  concern.  I  am  not  suggesting  I  know  an  answer  to  it 
but  we  have  to  find  some  way  to  reform  the  program.  Obviously 
not  in  this  bill  but  at  some  point  soon  because  otherwise  what  you 
are  saying  is  it  doesn't  make  much  difference  whether  you  are  in 
the  program  or  not.  That  cuts  down  participation,  the  costs  go  up, 
and  we  get  the  worst  of  all  possible  worlds. 

Secretary  Espy.  I  think  those  of  us  in  Government  in  both  the 
legislative  and  the  executive  branch  must  sit  down  and  decide 
what  is  the  real  difference  between  a  disaster  and  an  absolute  ca- 
tastrophe. 

The  Chairman.  You  are  right. 

Secretary  Espy.  If  it  is  a  disaster,  then  perhaps  we  make  partici- 
pation in  the  program  mandatory  and  then  we  hold  our  hands  and 
we  don't  provide  relief  because  it  is  already  given  on  a  sufficient 
basis.  But  in  cases  of  an  absolute  catastrophe,  then  of  course  we 
have  to  provide  supplementary  assistance. 
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The  Chairman.  A  short  time  ago,  we  had  a  jobs  stimulus  bill  on 
the  Senate  floor.  Many  members  made  the  argument  the  program 
had  to  be  paid  for  in  cuts  in  other  programs.  If  it  wasn't,  the  bill 
failed. 

I  don't  want  to  raise  any  false  hopes  on  this.  Am  I  safe  in  assum- 
ing that  you  have  assurance  from  both  sides  of  the  aisle  that  this 
will  fall  into  the  category  of  emergency  programs  that  will  not 
have  to  be  offset  with  cuts  in  other  programs  or  tax  increases? 

Secretary  Espy.  Yes  sir.  This  is  a  Presidentially-declared  disaster 
and  for  that  reason  it  falls  in  budget  lingo  outside  the  scope. 

However,  we  do  believe  there  will  be  some  natural  economic  off- 
sets because  the  price  of  these  commodities  will  increase 

The  Chairman.  Deficiency  payments,  for  example. 

Secretary  Espy.  Yes  sir.  For  instance,  for  every  ten-cent-a-bushel 
increase  in  the  price  of  corn,  I  believe  there  is  a  natural  offset  to 
the  program  outlay  of  about  $500  million. 

We  have  Keith  Collins  here  from  my  economics  division  that 
could  give  you  the  latest  data  on  the  increase  in  corn  and  beans. 

The  Chairman.  I  wonder  if  you  might  do  that,  sir. 

Secretary  Espy.  Yes. 

The  Chairman.  I  am  going  to  be  assigning  a  couple  of  members 
of  the  staff  to  track  that  and  we  would  like  to  be  working  closely 
with  you,  because  it  certainly  is  a  question  that  many  of  us  will  be 
asked  by  our  colleagues  who  do  not  deal  in  farm  programs  and 
don't  deal  in  the  arcane  nature  of  them,  that  indeed  there  are 
tradeoffs  here  and  indeed  there  are  savings. 

Mr.  Collins.  I  would  be  happy  to,  Mr.  Chairman. 

Some  people  have  made  the  point  that  much  of  this  disaster  is 
focused  on  soybeans  and  there  is  not  as  much  of  a  savings  to  be 
had  in  soybeans  since  we  don't  have  a  deficiency  payment  program 
for  that  crop. 

However,  if  you  look  at  what  has  happened  with  corn  and  feed 
grains  alone,  we  believe  because  of  the  production  reductions  we 
have  seen  to  this  point  that  we  are  projecting  about  a  15-cent-per- 
bushel  rise  in  the  price  of  corn  for  the  national  average  price.  That 
15  cents  would  translate  into  a  deficiency  payment  savings  on  the 
crop,  the  1993  crop,  of  about  $750  million  for  corn  alone. 

In  addition  to  that,  we  usually  get,  with  each  dollar  savings  in 
corn,  we  usually  get  a  15-  to  20-cent  savings  in  other  feed  grains 
because  those  prices,  of  course,  tend  to  follow  the  corn  price.  We 
have  upped  our  price  forecast  for  sorghum  about  as  high  as  we 
have  raised  our  corn  price,  and  we  have  raised  our  price  forecasts 
for  barley  and  oats  as  well. 

So  there  is  a  potential  savings  in  the  1993  corp  in  deficiency  pay- 
ments that  could  be  in  excess  of  $800  million  at  this  point,  and,  of 
course,  that  is  changing. 

The  Chairman.  One  last  area,  and  then  I  am  going  to  yield  to 
my  colleagues  for  questions.  I  touched  on  this  a  little  and  comment- 
ed briefly  on  it  yesterday  at  our  meetings  with  you,  Mr.  Secretary, 
and  with  President  Clinton.  That  is,  the  possibility  of  making  ag- 
gressive use  of  the  Wetlands  Reserve  Program  as  a  way  to  address 
some  of  the  natural  resource  problems  in  the  flooded  areas. 

I  understand  the  administration  is  going  to  spend  about  $45  mil- 
lion under  the  Emergency  Conservation  Program  and  the  Emer- 


70-950  -  93  -  3 


30 

gency  Watershed  Program  to  repair  levees,  dikes,  drainage  ditches, 
fences  and  conservation  planning.  All  of  this  is  a  very  proper  and 
appropriate  use  of  that  money.  But  my  own  estimates  are  that  it  is 
probably  going  to  cost  considerably  more  than  the  $45  million  by 
the  time  the  rains  stop  and  you  get  a  better  idea  of  what  the 
damage  is. 

For  many  of  the  lands  in  question,  I  keep  asking  myself,  are  we 
doing  the  right  thing?  I  am  not  absolutely  sure  I  know  the  answer, 
but  there  are  tens  of  thousands  of  acres  in  the  Mississippi  Valley 
that  are  often  flooded.  Now  when  the  fields  are  flooded,  low-inter- 
est farm  loans  are  often  forgiven  under  one  program,  crop  insur- 
ance payments  are  paid  from  a  second  program,  and  field  renova- 
tion is  subsidized  under  a  third  program. 

Should  we  be  asking  ourselves  if  it  would  make  more  sense  to 
stop  fighting  the  river  and  the  natural  elements  of  these  lands  in- 
stead and  roll  them  into  the  Wetlands  Reserve  Program?  The 
reason  I  ask  that  is  I  understand  there  are  about  50,000  to  60,000 
acres  in  these  areas  that  are  potentially  ready  to  go  into  the  Wet- 
land Reserve  Program. 

I  am  not  asking  for  a  definitive  answer  today,  but  should  we  be 
working  together  to  see  whether  maybe  a  lot  of  those  50,000  to 
60,000  acres  ought  to  go  into  the  Wetlands  Reserve  Program  and 
just  sort  of  settle  this  issue  once  and  for  all? 

Secretary  Espy.  I  think  we  should.  In  addition  to  that  being  a 
policy  matter,  though,  it  is  also  a  money  matter. 

The  Chairman.  It  is  a  big  money  matter. 

Secretary  Espy.  It  is  a  big  money  matter,  and  I  am  not  sure 
whether  or  not  we  have  the  resources  to  offer  to  the  producers  for 
this  expanded  sign-up  right  now. 

Steve,  do  you  have  any  thoughts  on  that? 

Mr.  Dewhurst.  Well,  as  you  know,  Senator,  the  Wetlands  Re- 
serve Program  is  authorized  at  a  million  acres,  and  the  administra- 
tion proposed  in  its  1994  budget  to  go  to  a  million  acres  over  the 
next  2  years.  But  the  appropriations  bill  which  passed  the  House 
and  is  now  being  considered  in  the  Senate  would  hold  the  program 
to  50,000  acres,  and  all  we  have  in  the  program  up  to  date  is  50,000 
acres. 

So  there  is  clearly  a  major  policy  issue  that  needs  to  be  resolved 
about  the  size  and  extent  of  that  program,  but  you  are  absolutely 
right  that  that  is  an  issue  that  really  needs  to  be  considered. 

The  Chairman.  Thank  you. 

I  agree,  we  have  to  put  more  money  into  the  Wetlands  Reserve 
Program.  In  many  ways,  it  is  going  to  save  us  a  lot  of  money  in  the 
long  run.  If  we  put  some  money  up  front,  we  are  going  to  spend  a 
lot  less  in  the  long  run. 

I  was  very  critical  after  the  riots  in  Los  Angeles  that  the  Depart- 
ment of  Agriculture,  which  was  not  under  you  at  that  time,  Mr. 
Secretary,  took  almost  4  weeks  to  provide  emergency  food  stamps 
to  needy  families  even  though  the  law  requires  such  assistance  for 
disasters.  I  understand  that  you  received  requests  from  at  least  a 
couple  of  States  and  the  requests  were  granted  the  same  day. 

Secretary  Espy.  The  same  day. 

The  Chairman.  Let  me  compliment  you  on  that,  because  it 
doesn't  do  any  good  to  tell  someone  who  has  suddenly  had  their 
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house  washed  out  and  everything  else  we  will  get  back  to  you  on 
some  help  to  get  you  some  food,  but  could  you  wait  3  or  4  weeks? 
They  have  a  hungry  child,  they  have  a  family  there,  they  need  it 
right  then,  and  I  compliment  you  on  that. 

Secretary  Espy.  Thank  you,  sir.  I  guess  it  is  always  dangerous  to 
make  promises,  particularly  in  full  view  of  all  these  cameras  and 
under  the  gaze  of  the  Senate,  but  honestly,  we  are  out  there  right 
now.  We  have  reprogrammed  monies  within  our  existing  authori- 
ties right  now  so  we  are  out  there  helping  right  now. 

If  we  receive  the  monies  incident  to  this  proposal,  then  we  will 
be  able  to  put  money  into  the  pipeline  to  receive  disaster  claims 
from  these  affected  producers.  I  promise  you  as  much  as  I  am  able 
that  once  this  money  has  been  received,  if  you  have  been  prevented 
from  planting,  if  under  current  yield  estimates  we  can  declare  your 
place  to  be  a  complete  loss,  you  will  get  a  check  from  us  in  about  2 
weeks. 

When  it  comes  to  crops  that  are  salvageable,  where  the  yields 
will  come  later  on,  then  of  course  that  will  be  later  on.  But  right 
now,  complete  losses  and  prevented  plantings,  we  hope  to  get  a 
check  very  soon,  and  of  course  when  it  comes  to  FNS  and  Farmers 
Home  activities,  we  have  already  said  that  we  will  declare  a  mora- 
torium on  mortgage  payments  and  rent  payments  in  cases  where 
necessary  under  our  program. 

Where  we  have  inventory  of  vacant  homes  in  the  flood  areas,  we 
hope  to  work  with  FEMA  to  move  flooded  residents  into  these 
vacant  homes  quickly.  And,  of  course,  in  the  case  of  food  stamps,  as 
you  said,  we  have  gotten  disaster  claims  from  Illinois  and  Missouri. 
We  have  approved  those  on  the  same  day,  and  we  will  do  it  on  as 
expeditious  a  basis  when  we  receive  them  from  other  States.  So  we 
have  been  moving  quickly. 

The  Chairman.  Senator  Grassley,  who  has  been  giving  us  a  first- 
hand account  from  his  own  State  and  a  pretty  graphic  one,  I  yield 
to  you,  sir. 

Senator  Grassley.  Thank  you. 

On  that  last  point,  Mr.  Secretary,  that  was  where  I  was  making 
my  point  looking  to  see  if  the  quality  control  portion  of  that  could 
not  be  relieved  so  that  States  would  not  be  inclined  to  go  in  for  fear 
that  they  would  be  taking  too  much  of  a  gamble  maybe  won't  want 
to  make  use  of  it. 

The  first  comment  I  would  make  would  be  about  future  policy  on 
crop  insurance.  Out  of  95,000  policies  in  my  State,  I  am  told  by  the 
Association  of  Crop  Insurers  that  only  six  policies  have  the  pre- 
vented planting  option.  It  is  probably  very  expensive,  I  would 
guess. 

Secretary  Espy.  Yes. 

Senator  Grassley.  We  probably  need  to  look  at  what  we  can  do 
to  make  it  a  little  more  enticing  for  the  future,  because  to  the 
extent  to  which  we  can  promote  risk  management,  we  will  be 
better  off  and  the  farmers  will  be  better  off  than  what  we  do 
through  disaster. 

A  second  point  I  would  make  is  meant  in  a  way  in  which  I  would 
expect  that  it  would  not  cost  the  taxpayers  any  money.  I  guess  I 
would  say  as  a  caveat  that  if  it  would  cost  the  taxpayers  money, 
then  I  would  want  to  back  off. 
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But  in  a  time  of  need  like  this  and  exasperation  on  the  part  of 
the  farmers,  there  are  a  lot  of  rules  and  regulations  that  in  normal 
years  make  a  lot  of  sense  and  ought  to  be  followed. 

But  in  times  like  these,  when  farmers  don't  feel  like  they  got 
their  season  done,  that  some  rules  may  really  be  petty  this  year.  I 
couldn't  delineate  them  all  but  some  of  them  are  in  regard  to  set- 
aside  acres,  which  you  have  already  made  some  provisions  for,  so  I 
would  thank  you  for  that. 

But  the  extent  to  which  these  rules  don't  cost  the  taxpayers  any 
money,  I  hope  you  won't  have  any  enforcement  whatsoever.  I 
mean,  the  farmer  is  going  to  have  to  write  this  year  off.  I  hope  that 
the  regulators  and  the  people  with  green  eye  shades  that  sit  behind 
desks  and  figure  out  how  they  can  be  a  problem  for  farmers  will 
take  a  vacation  for  the  rest  of  the  year. 

I  would  ask  that  you  see  what  you  can  do  to  monitor  this  and  let 
us  not  have  those  kind  of  people  coming  down  on  the  farmers. 

On  another  point,  we  now  give  disaster  aid  out  on  the  basis  of 
farm  numbers.  All  the  different  farmland  that  a  farmer  might  own 
or  rent  or  the  operator  might  rent  has  a  number.  You  can  have  a 
situation  where  the  same  farm  number  can  have  a  lot  of  higher 
land  where  maybe  you  will  get  a  fair  crop  this  year  and  bottom 
land  that  is  completely  washed  out,  flooded  out,  or  never  planted. 
So  if  it  is  50/50,  he  might  have  not  enough  loss  on  the  whole  farm. 

Sometimes,  as  a  possibility,  maybe  you  could  divide  this  up  into 
the  sections  within  the  township  with  different  farm  numbers  for 
different  aspects  of  farming  operation,  so  that  maybe  where  there 
is  a  complete  loss  he  may  be  able  to  get  some  relief. 

If  you  have  an  answer  on  that  I  will  be  glad  to  listen  to  whatever 
you  might  say,  but  I  am  mostly  throwing  it  out  for  a  suggestion, 
that  that  is  something  you  might  look  at.  If  you  want  to  comment, 
I  would  be  glad  to  have  you  comment. 

Secretary  Espy.  Yes  sir,  I  could  comment  on  a  number  of  mat- 
ters. 

Senator  Grassley.  Okay. 

Secretary  Espy.  I  will  comment  on  two,  then  I  will  have  to  ask 
Kathleen  Connelly  from  crop  insurance  to  help  me  to  answer  your 
first  point. 

Hassle-free  service  that  Senator  Daschle  mentioned  is  our  high- 
est priority,  our  highest  priority.  There  are  a  number  of  rules  that 
are  arcane  and  somewhat  silly,  and  in  cases  of  national  distress 
and  high  anxiety  we  ought  to  do  away  with  them. 

And  honestly.  Senator,  fortunately  we  have  already  finished  to  a 
great  degree  our  much-celebrated  Washington  reorganization.  It  is 
on  paper,  and  it  is  no  surprise  that  we  will  recommend  a  consoli- 
dated Farmers  Service  Administration,  an  FSA.  It  will  be  there.  It 
will  be  coming  to  you  and  your  Senate  colleagues  for  your  consider- 
ation. 

We  want  to  combine  a  lot  of  these  ASCS  programs  and  a  lot  of 
the  Farmers  Home  farm  programs  and  other  things  that  make 
sense  for  one-stop  shopping.  It  is  on  paper.  Unfortunately,  we  have 
a  disaster  right  now. 

On  August  2,  we  will  be  having  at  the  USDA  a  forum  on  farm 
income  and  farm  simplification,  and  this  has  been  long  scheduled, 
of  course  before  this  disaster.  What  we  want  to  do  there  is  to  look 


33 

at  all  these  silly  rules,  these  rules  that  really  don't  make  sense, 
that  perpetuate  problems  in  the  service  delivery  area,  and  see 
which  ones  I  can  eliminate  under  my  own  authority  and  see  which 
ones  I  must  come  to  you  to  help  me  to  eradicate.  We  will  be  doing 
that. 

In  the  interim,  we  will  be  doing  the  best  we  can,  working  with 
the  farmers  on  an  individual  basis  to  make  their  life  hassle  free. 

On  crop  insurance,  the  farmers  in  your  State  are  participating  in 
crop  insurance  on  about  a  60-percent  basis.  That  is  a  lot  higher 
than  farmers  in  other  States.  But  very  few  of  them  have  this  pre- 
vented planting  rider.  It  is  very  expensive  and  it  doesn't  work, 
either. 

Ms.  Connelly.  I  think  I  need  to  clarify  the  situation  with  the 
prevented  planted  policies. 

There  is  a  rider  available  for  program  crops,  corn,  grain,  sor- 
ghum, and  wheat.  It  was  available  last  year,  this  spring.  The  price 
of  prevented  planting  policy  is  anywhere  from  a  dollar  to  a  couple 
dollars  an  acre.  It  is  not  by  farm,  it  is  per  acre. 

The  problem  is  that  the  farmers  are  not  buying  those  riders.  It 
was  out  there  and  they  could  have  been  covered.  It  was  not  offered 
for  soybeans,  and  that  was  a  problem  this  past  spring.  It  is  already 
part  of  the  policy  for  next  year.  Soybeans  are  not  a  program  crop, 
that  is  why  that  has  happened. 

But  I  need  to  clarify  the  fact  that  it  was  out  there,  it  was  avail- 
able. I  believe  there  are  something  like  70  farmers  in  Iowa  that 
purchased  prevented  planting  policies,  and  they  will  be  covered  at 
the  appropriate  rate. 

I  know  that  crop  insurance  is  a  very  complex  issue.  The  issue  of 
the  cost  of  crop  insurance  is  always  something  that  is  up  for 
debate.  It  is  something  that  people  are  constantly  saying  is  too  ex- 
pensive. I  think  they  need  to  look  at  what  the  current  policies 
state.  If  you  are  a  low-risk  or  a  reasonable  risk  farmer,  you  are 
going  to  have  very  reasonable  rates  and  you  can  buy  prevented 
planting  policies. 

Senator  Grassley.  Thank  you,  Mr.  Chairman. 

Thank  you,  Mr.  Secretary. 

The  Chairman.  Thank  you. 

I  should  note  that  we  will  have  submitted  for  the  record  some 
additional  questions.  I  know  Senator  Lugar  had  a  question,  I  know 
Senator  Dole  did,  and  the  record  will  be  open  for  any  Senator  who 
has  a  question  to  submit. 

The  Chairman.  Senator  Feingold. 

Senator  Feingold.  Thank  you  very  much,  Mr.  Chairman. 

I  have  to  take  a  plane  back  to  Wisconsin  very  shortly  and  I  ap- 
preciate the  chance  to  ask  a  couple  of  questions.  I  will  submit  a 
couple  of  other  questions  to  you  in  writing. 

I  know  the  ASCS  currently  uses  a  40-percent  feed  crop  loss  as  a 
criteria  for  countywide  release  of  set-aside  acres,  but  it  is  my  un- 
derstanding that  that  is  not  set  in  law,  that  it  is  discretionary.  I 
just  want  to  confirm  that  that  is  correct. 

Mr.  Weber.  That  is  correct. 

Senator  Feingold.  Would  it  be  possible,  then,  in  the  case  of 
emergency  feed  shortage  such  as  the  one  I  have  described  in  my 
State,  to  release  set-aside  acres  in  relatively  unaffected  counties  in 
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order  to  alleviate  the  shortage  of  feed?  Would  that  be  within  your 
discretion? 

Mr.  Weber.  That  would  be  within  our  discretion,  yes. 

Senator  Feingold.  Now  I  wouldn't  want  to  see  the  release  of  set- 
aside  acres  to  become  a  standard  operating  procedure,  but  would 
the  Department  be  willing  to  change  the  criteria  for  release  of 
acres  in  the  unaffected  counties  this  year  to  provide  some  relief  to 
our  livestock  producers  during  this  emergency? 

Mr.  Weber.  We  are  looking  into  that  right  now. 

Senator  Feingold.  Very  good.  I  appreciate  that. 

The  other  set  of  questions  has  to  do  with  another  point  I  made  in 
my  statement  having  to  do  with  winter  kill  and  the  root  rot  of  al- 
falfa hay  in  Wisconsin.  It  was  caused,  as  I  mentioned,  by  freezing 
and  thawing  last  winter  and  the  root  rot  is  the  result  of  the  wet 
spring  and  summer.  Both  of  these  require  the  reseeding  of  alfalfa 
acreage.  It  is  very  expensive.  Our  figures  indicate  the  cost  may  be 
as  high  as  $100  per  acre.  It  is  also  an  unexpected  expense  for  most 
dairy  farmers,  one  that  is  pretty  hard  to  afford,  given  the  excessive 
prices  for  feed  now  and  smaller  milk  checks. 

Is  there  any  assistance  available  within  USDA  for  cost  sharing 
for  reseeding  alfalfa  hay? 

Mr.  Weber.  We  are  also  looking  into  that.  Senator.  We  do  not 
believe  there  is  authority  to  do  such,  but  we  are  looking  into  it  to 
make  certain  that  we  are  sure  of  that  statement  first. 

Senator  Feingold.  Would  the  Department  be  supportive,  if  it 
turns  out  that  what  you  just  said  is  the  case,  of  legislation  that 
would  create  an  emergency  forage  program,  such  as  the  one  used 
for  cost  sharing  of  reseeding  forage  that  was  killed  in  the  1988 
drought? 

Secretary  Espy.  Well,  sure,  we  would  be  interested  in  reviewing 
it,  but  much  of  this,  of  course,  is  Congressionally  authorized  and  we 
would  be  working  with  you  to  do  it. 

Senator  Feingold.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you.  Senator  Feingold. 

I  look  forward  to  hearing  from  you  also  when  you  get  back  from 
your  trip.  I  appreciate  the  amount  of  input  that  you  have  had  and 
the  advice  that  you  have  given  us  so  far  on  this. 

Senator  Conrad. 

Senator  Conrad.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  am  struggling  to  understand  what  a  farmer  who 
has  a  substantial  loss  can  actually  anticipate  receiving  as  a  per- 
centage of  the  loss  he  would  experience.  I  worry  sometimes  that 
when  we  talk  about  50  percent  that  a  farmer  is  anticipating  that 
he  is  going  to  get  50  percent  of  his  loss  covered.  I  very  much  fear 
that  is  happening. 

Could  you  give  me  a  ballpark  estimate  or  a  range  of  the  percent- 
age of  loss  that  will  actually  be  covered?  If  a  farmer  that  gets  $150 
an  acre  from  a  normal  wheat  crop  he  has  a  substantial  loss,  a  65- 
percent  loss,  what  would  he  actually  recover? 

Mr.  Weber.  Under  the  disaster  program  that  we  have  been  talk- 
ing about,  paying  50  cents  of  the  claimed  amount,  that  value  would 
likely  cover  in  the  neighborhood  of  20  percent  of  the  total  loss. 
However,  there  are  other  programs  out  there  that  help.  Those  pro- 
ducers that  have  Federal  crop  insurance,  they  are  going  to  get 
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money  that  will  help  as  well  as  the  deficiency  payments  that  are 
being  paid.  It  depends  on  the  producer. 

Senator  Conrad.  Let  me  make  certain  I  understand  this,  and  I 
hope  that  everybody  understands  this  so  that  it  gets  communicated 
appropriately.  If  a  farmer  does  not  have  crop  insurance,  I  hear  you 
saying  that  about  20  percent  of  their  loss  would  be  covered.  Is  that 
correct? 

Mr.  Weber.  That  is  correct,  under  the  Crop  Loss  Disaster  Pro- 
gram. 

Senator  Conrad.  Under  the  Crop  Loss  Disaster  Program,  about 
20  percent  of  their  loss  would  be  covered,  not  50  percent.  The  50 
percent  is  something  that  is  in  a  formula  that  includes  a  65-percent 
reduction  and  a  subsequent  50-percent  reduction.  The  bottom  line 
is  about  20  percent  of  their  loss  gets  covered.  I  think  it  is  important 
for  people  to  understand  that. 

What  happens  if  a  person  has  standard  crop  insurance?  I  know 
there  are  all  kinds  of  different  iterations  on  crop  insurance,  but 
what  would  they  expect  to  get  with  the  disaster  payment  and  crop 
insurance  under  the  most  frequently  purchased  policy? 

Ms.  Connelly.  The  most  frequently  purchased  level  of  coverage 
is  about  65  percent.  So  if  that  farmer  experiences  a  100-percent  loss 
though  the  Crop  Insurance  Program  and  he  has  insurance  or  she 
has  insurance,  that  farmer  will  receive  65  percent  of  yield. 

The  Chairman.  Sixty-five  percent  of  yield? 

Ms.  Connelly.  On  top  of  that 

The  Chairman.  I  am  sorry,  what  was  the  percent? 

Ms.  Connelly.  Well,  it  is  65  percent  of  the  calculated  yield  that 
is  in  their  policy. 

The  Chairman.  Thank  you. 

Senator  Conrad.  But  do  they  get 

Ms.  Connelly.  Plus  they  get  disaster. 

Senator  Conrad.  Do  they  get  the  equivalent  of  a  full  target  price 
on  that  65  percent? 

Ms.  Connelly.  They  have,  as  you  know  a  price  election  in  their 
policy  and  they  have  a  coverage  election  in  their  policy,  so  it  de- 
pends on  the  policy  that  they  have  purchased,  how  that  would 
be 

Senator  Conrad.  Now  I  am  talking  now  about  the  most  frequent- 
ly purchased  policy,  with  all  those  options  considered.  Sixty-five 
percent  would  be  on  the  very  high  end,  would  it  not,  in  terms  of  a 
total  recovery?  I  am  talking  now  what  a  person  would  anticipate 
receiving  in  income  if  they  had  a  normal  year  with  prices  as  they 
are,  with  the  target  price  structure  as  it  is  versus  what  happens 
when  that  person  suffers  a  very  substantial  loss.  We  are  talking 
here  a  100-percent  loss.  They  are  not  going  to  receive  65  percent  of 
the  income  that  they  would  have  received  in  a  normal  year. 

Ms.  Connelly.  They  are  going  to  receive  65  percent  if  they  have 
elected  65-percent  coverage  and  a  high  price  election.  According  to 
the  yield  that  is  in  their  policy,  they  are  going  to  receive  65  per- 
cent, yes,  and  then  on  top  of  that 

Senator  Conrad.  Sixty-five  percent  of  their  income? 

Ms.  Connelly.  Sixty-five  percent  of  the  yield  that  has  been  pro- 
jected for  their  farm.  That  is  locked  into  their  policy,  sir. 
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Senator  Conrad.  I  am  trying  to  get  to  the  bottom  line.  I  am 
trying  to  get  the  income.  What  matters  to  people  is  money  in  their 
pockets. 

Ms.  Connelly.  Yes. 

Senator  Conrad.  I  understand  you  are  talking  about  yield  here.  I 
am  talking  about  dollars  in  their  pocket.  The  most  frequently  pur- 
chased policy,  you  are  saying,  is  65-percent  coverage  on  yield. 

Ms.  Connelly.  Yes. 

Senator  Conrad.  Now  do  most  people  get  the  high-end  price  cov- 
erage? 

Ms.  Connelly.  Sixty-five  percent  is  the  coverage  level  that  we 
most  normally  sell,  yes.  Seventy-five  percent  is  the  highest. 

Senator  Conrad.  But  how  about  on  price  election? 

Ms.  Connelly.  Price  election,  I  would  have  to  check.  It  is  $2.30 
for  corn.  That  is  something  that  we  feel,  what  the  price  elections 
are  going  to  be,  so  it  would  be  $2.30  per  bushel  for  corn  this  year  if 
that  person  has  elected  for  65-percent  coverage. 

Senator  Kerrey.  The  Senator  is  probably  talking  about  wheat, 
which  is  what,  three  or  three-fifty? 

Ms.  Connelly.  It  could  be.  I  would  have  to  check  my  figures. 

Senator  Conrad.  The  point  I  am  making  here  is  you  are  not 
going  to  have  a  farmer  recover  anywhere  near  65  percent  of  their 
normal  income,  because  when  you  take  the  combination  of  the 
yield  and  price  election,  they  are  not  going  to  get  65  percent  of 
what  their  normal  income  would  be,  are  they? 

Ms.  Connelly.  Well,  actually,  yes.  If  they  have  a  yield  that  is — 
say  if  according  to  their  formula  they  have  a  projected  jdeld  of  so 
many  bushels  and  it  would  have  equated  to  $10,000,  and  if  they 
have  a  65-percent  coverage  with  whatever  their  price  election 
would  be,  if  it  would  have  been  equal  to  $10,000  and  they  have  pur- 
chased crop  insurance,  they  are  going  to  get  65  percent  of  that 
$10,000.  That  is  what  crop  insurance  is. 

Senator  Kerrey.  I  think  it  is  important  that  you  add  as  well  that 
with  crop  insurance  you  are  paid  according  to  your  production  his- 
tory  

Ms.  Connelly.  That  is  right. 

Senator  Kerrey  [continuing.]  Not  according  to  ASCS  yield.  Both 
the  yield  coverage  and  the  price  protection  is  often  higher  under 
crop  insurance. 

Ms.  Connelly.  That  is  right. 

Senator  Kerrey.  The  Senator  is  seeking  some  specific  bottom- 
line  information  about  what  the  payments  are  going  to  be.  Those 
payments  very  often  do  cover  at  least  65  percent 

Ms.  Connelly.  At  least  65  percent. 

Senator  Kerrey  [continuing.]  Of  the  anticipated  income. 

Ms.  Connelly.  That  is  exactly  right.  And  what  we  can  do  for  you 
is  maybe  give  you  some  examples  of  how  that  would  work  for  the 
record,  and  that  might  serve  to  clarify  because  there  are  different 
iterations  of  this.  But  they  do  receive  65  percent,  and  then  on  top 
of  that  there  is  the  disaster  offset.  So  that  farmer  is  going  to  have  a 
fairly  goodly  sum  in  his  pocket  after  the  time  that  he  has  made 
that  claim. 

Senator  Conrad.  I  think  it  would  be  very  helpful  if  you  could  get 
us  a  series  of  examples:  the  percentage  of  people  with  crop  insur- 
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ance,  the  various  price  elections,  and  what  percentage  of  the  people 
have  the  various  elections — how  many  are  at  65  percent,  and  so 
forth — because  there  are,  as  I  recall,  at  least  nine  different  vari- 
ations on  crop  insurance. 

Ms.  Connelly.  Well,  yes,  that  is  true,  because  we  tried  to  make 
the  product  tailored  to  meet  different  needs  and  different  amounts 
of  coverage.  If  you  want  a  lot  of  collateral,  you  might  have  a  differ- 
ent selection  of  crop  insurance  than  you  would  if  you  didn't,  and 
there  are  different  iterations,  but  we  can  provide  those  for  the 
record. 

Senator  Conrad.  I  am  just  trying  to  understand  what  is  really 
going  to  happen  to  Farmer  Smith  out  at  the  end  of  the  line  when 
we  have  a  disaster  program,  and  crop  insurance,  at  the  various 
ranges.  What  can  we  expect  is  really  going  to  happen  to  their 
income? 

Ms.  Connelly.  With  respect  to  the  crop  insurance,  that  farmer  is 
going  to  get  exactly  the  amount  that  that  farmer  purchased  at  the 
beginning  of  the  year  if  there  had  been  a  disaster  or  not. 

Senator  Conrad.  Well,  I  understand  that.  I  mean,  we  all  under- 
stand that.  That  is  not  the  point  I  am  driving  at.  Obviously  he  is 
going  to  get  what  he  bought.  What  I  want  to  know  is  what  is  the 
range  of  incomes  out  there  that  a  person  can  really  expect  to  get, 
and  if  we  can  have  provided  for  us  a  table,  that  would  be  very  help- 
ful. 

Ms.  Connelly.  Absolutely,  we  can  do  that. 

Secretary  Espy.  Sure.  We  will  definitely  do  that. 

Secretary  Espy.  Keith,  did  you  have  any  addition  to  the  com- 
ments the  Senator  raised? 

Mr.  Collins.  I  see  the  point  that  Senator  Conrad  is  trying  to 
make  and  I  think  he  is  trying  to  find  out  what  the  bottom  line  is, 
what  the  farmer  will  put  in  his  pocket,  and  we  can  certainly  look 
at  some  examples  for  the  Senator.  People  who  have  crop  insurance 
will  get  a  crop  insurance  payment  plus  a  deficiency  payment  or  a 
crop  insurance  payment  plus  a  disaster  payment,  so  we  can  look  at 
the  various  combinations  of  that  and  give  you  some  information  on 
that  to  tell  you  what  the  bottom-line  effect  will  be. 

Senator  Conrad.  I  think  that  would  be  very,  very  useful  to  us 
because  my  experience  has  been  that,  for  example,  in  my  State, 
crop  insurance  participation  has  been  going  down.  It  has  been 
going  down  because  the  base  years  have  been  altered  as  a  result  of 
the  drought.  So  you  have  reduced  numbers  of  people  who  have  crop 
insurance  and  then  you  have  various  iterations  of  crop  insurance. 

I  think  in  terms  of  understanding  the  economic  impact  out  there, 
what  we  need  to  know  is  if  somebody  normally  gets  $20,000  of 
income,  has  crop  insurance,  and  gets  disaster  assistance,  how  much 
income  are  they  going  to  have  this  year?  That  is  really  what  I  am 
interested  in. 

Secretary  Espy.  And  we  will  provide  that  information.  Gosh — 

The  Chairman.  Don't  get  carried  away,  Mr.  Secretary.  [Laugh- 
ter.] 

Secretary  Espy.  I  was  intrigued  by  this  discussion  and  the  one 
earlier,  what  the  fifth  percent  basis  really  means,  and  we  really 
want  to  be  clear  so  we  will  provide  the  iterations  that  you  asked 
for. 
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But  it  must  be  said  that  the  Government  nor  the  USDA  as  an 
element  of  the  Government  can  ever  make  farmers  completely 
whole.  There  has  to  be  a  sharing  of  risk  in  something  like  this. 

Senator  Conrad.  But  isn't  it  true  that  in  1988  we  didn't  have  the 
50-percent  factor? 

Secretary  Espy.  Right  now,  though,  the  50-percent  factor  is  writ- 
ten into  law.  This  is  the  most  we  can  do  under  this  disaster  bill. 
The  supplemental  that  passed  a  couple  of  weeks  ago  has  written  in 
that  no  payments  to  producers  under  this  act  shall  be  at  a  rate 
greater  than  the  50.04.  That  is  it. 

Senator  Conrad.  I  understand  that.  I  just  think  when  we  are 
communicating  publicly  out  there,  we  need  to  be  clear.  During  the 
last  disaster  we  had  in  my  State,  in  1988-1989,  the  50-percent 
factor  did  not  apply.  When  we  hear  people  say  we  are  going  to  get 
50  percent,  it  is  really  20  percent. 

Secretary  Espy.  Yes.  I  would  really  like  to  work  with  you  to  get 
it  up,  and  I  think  that  we  will  have  some  opportunities  to  do  it.  In 
addition  to  that,  we  have  other  services  available  to  cover  short- 
falls in  income. 

Perhaps  a  loan  is  a  dirty  word  right  now,  but  we  do  have  Farm- 
ers Home  loans  at  very  low  rates  of  interest  to  cover  our  shortfalls 
in  income,  to  pay  for  a  fee,  to  pay  the  doctor,  and  the  repayment 
rate  is  sometimes  stretched  out  as  far  as  up  to  40-year  repayment. 
So  we  have  a  number  of  other  programs  that  we  can  offer. 

The  Chairman.  Senator  Daschle. 

Senator  Daschle.  Thank  you,  Mr.  Chairman. 

I  think  Senator  Conrad's  line  of  questioning 

The  Chairman.  I  wonder  if  we  could  just  take  a  moment  to  fix 
the  Secretary's  microphone  here.  I  think  this  is  a  pretty  comforta- 
ble and  friendly  gathering.  I  don't  want  him  to  lose  the  mike  half- 
way through.  Thank  you  very  much. 

Senator  Daschle. 

Senator  Daschle.  Senator  Conrad's  line  of  questioning  points  out 
as  clearly  as  you  can  how  complicated  this  whole  process  is  and 
why  farmers  are  so  frustrated.  The  frustration  level  rises  every 
time  we  have  one  of  these  situations,  in  part  because  of  the  situa- 
tion but  in  large  part  also  because  of  the  response  and  the  bureauc- 
racy and  the  incredible  administrative  burden  that  they  are  all  re- 
quired to  be  subjected  to.  They  become  mathematicians  rather  than 
farmers,  and  they  have  to  have  mathematics  more  on  their  mind 
than  agriculture,  and  I  think  that  is  another  aspect  of  this  disaster 
that  we  really  have  to  address. 

I  want  to  just  clarify,  if  I  can,  Mr.  Secretary,  the  degree  to  ^yhich 
this  formula  is  law  and  the  degree  to  which  you  have  any  discre- 
tion at  all.  Let  me  just  ask,  are  you  required  to  calculate  the  eligi- 
ble acres  as  I  described  it  earlier  by  law? 

Secretary  Espy.  Yes  sir. 

Senator  Daschle.  Are  you  then  required  as  well  to  calculate  the 
payment  from  the  determined  eligible  acres  by  law,  that  is,  to  de- 
termine the  disaster  level  you  have  to  take  the  expected  yield 
times  65  percent  to  get  the  disaster  level.  Is  that  a  requirement  by 
law? 

Secretary  Espy.  Yes. 
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Senator  Daschle.  What  about  the  requirement  taking  disaster 
level  times  65  percent  of  the  target  price  to  get  the  payment?  Is 
that  required  by  law? 

Secretary  Espy.  I  believe  so.  Let  me  ask  the  ASCS  expert  to 
answer. 

Mr.  Weber.  Your  answer  is  yes. 

Senator  Daschle.  So  thus  far,  all  three  of  the  initial  calculations 
are  required  by  law.  You  have  already  indicated  that  the  50  per- 
cent of  the  disaster  payment,  then,  is  also  required  by  law. 

Mr.  Weber.  It  is  required  by  law  through  the  appropriations  lan- 
guage, not  in  the 

Senator  Conrad.  Not  in  the  1990  farm  bill. 

Mr.  Weber.  That  is  correct. 

Senator  Daschle.  So  we  could  eliminate  in  the  disaster  request 
the  50-percent  requirement  and  thereby  if  we  were  to  do  that, 
farmers  would  then  be  entitled  to  a  payment  which  is  subject  to 
the  first  three  calculations  as  I  have  described  them,  is  that  cor- 
rect? 

Mr.  Weber.  That  is  correct. 

Mr.  Dewhurst.  Senator? 

Senator  Daschle.  Yes? 

Mr.  Dewhurst.  Perhaps  a  point  of  clarification.  You  would  need 
to  do  more  than  add  money.  You  would  need  to  repeal  a  provision 
which  is  included  in  Public  Law  103-50  which  says  the  Secretary 
can  pay  a  maximum  of  50.04  percent.  That  provision,  it  seems  to 
me,  would  need  to  be  changed  in  order  to  let  the  percentage  go 
higher. 

Senator  Daschle.  Well,  if  that  provision  was  there,  why  did  they 
put  the  additional  provision  in  the  appropriations  bill? 

Mr.  Dewhurst.  This  is  the  most  recent  supplemental  appropria- 
tions bill. 

Senator  Daschle.  That  is  what  I  am  sajdng,  yes,  if  we  were  to 
repeal  that.  But  I  thought  you  said  we  had  to  go  beyond  that. 

Mr.  Dewhurst.  You  need  to  do  more  than  just  add  money  to  the 
supplemental. 

Senator  Daschle.  Oh,  I  understand. 

Mr.  Dewhurst.  You  need  to  repeal  the  provision. 

Senator  Daschle.  Exactly.  I  misunderstood  your  statement. 

And  then,  of  course,  you  would  still  subtract  the  deficiency  pay- 
ment from  that  amount,  which  goes  back  to  Senator  Conrad's 
point,  which  is  that  it  is  far  below  that  50  percent  that  we  say  we 
want  to  provide  to  most  farmers. 

I  really  hope  that  we  will  find  a  way  to  do  that  this  time.  That 
isn't  going  to  take  a  lot  of  debate  and  I  think  there  is  virtual  una- 
nimity on  this  committee  that  we  certainly  have  to  go  beyond  the 
calculation  that  is  now  required  of  us. 

Let  me  also  ask  this  question.  Were  we  to  do  all  of  this  within 
the  next  10  days — I  realize  that  may  be  extraordinarily  optimistic, 
but  were  we  to  do  this  in  the  next  10  days,  given  what  you  expect 
to  be  the  administrative  process  that  you  have  to  work  through,  a 
farmer  is  likely  to  ask  me  this  weekend,  how  soon  can  I  expect  a 
check.  What  should  I  tell  him? 

Secretary  Espy.  Tell  them  that  if  we  can  do  this  within  10  days 
and  get  the  money  in  the  pipeline,  that  once  they  make  their  disas- 
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ter  claims  they  will  have  a  check  in  their  hands  within  2  weeks, 
based  on  prevented  planting  or  estimates  of  complete  loss.  So  if  it 
is  complete  loss  or  they  can  show  us  where  they  have  been  prevent- 
ed from  planting  due  to  the  flood,  then  we  would  say  2  weeks. 

Senator  Daschle.  So  if  they  can  demonstrate,  and  that  is  really 
the  case  in  so  many  of  the  areas  here  this  year,  it  is  prevented 
planting  which  is,  by  definition,  a  complete  loss,  you  are  saying 
that  you  can  take  the  money  authorized  and  appropriated  here  in 
the  Congress  and  turn  it  around  within  14  days  and  get  it  in  the 
hands  of  the  farmers? 

Secretary  Espy.  That  is  our  expectation. 

Senator  Daschle.  Well,  I  would  certainly  hope 

Secretary  Espy.  We  understand  it  may  be  unprecedented,  but 
again,  we  are  going  to  do  it. 

Senator  Daschle.  I  guess  what  I  wonder,  I  admire  the  Secretary 
for  his  determination  in  that  regard.  I  wonder  whether  anybody 
can  figure  out  this  formula  in  2  weeks,  much  less  expect  a  pay- 
ment. 

Secretary  Espy.  The  formula  is  in  the  computer. 

Mr.  Weber.  The  formula  is  in  the  computer,  sir. 

Secretary  Espy.  The  formula  is  locked  in. 

Senator  Daschle.  Is  it  understood  that  a  lot  of  these  formulas 
and  the  eligibility  of  determination  is  already  made?  I  mean,  are 
these  local  ASCS  offices  authorized  to  take  this  calculation  and 
apply  it,  and  if  we  were  to  change  the  50-percent  requirement  it 
would  be  a  simple  corrective  calculation.  But  is  that  work  already 
being  done? 

Mr.  Weber.  That  work  is  already  being  done.  Senator. 

Senator  Daschle.  So  that  would  expedite  the  process  and  give 
some  reality  to  this  expectation  of  a  2-week  time  frame. 

Secretary  Espy.  If  anything  is  changed,  of  course,  I  want  the 
privilege  of  backing  off  my  pledge.  But  under  the  existing  author- 
ity, under  the  law  as  presently  written,  under  the  production  esti- 
mates that  we  are  aware  of,  we  can  deliver  a  check  within  2  weeks. 
If  anything  is  changed  that  would  then  necessitate  changes  in  soft- 
ware or  something  like  that,  then  of  course  it  may  be  longer.  I 
hope  it  happens.  I  hope  that  we  can  get  it  up,  I  honestly  do.  But 
right  now,  we  have  to  operate  under  the  existing  structure  and  we 
can  get  a  check  within  2  weeks.  Maybe  later  on  there  can  be  a  sup- 
plemental or  some  addition. 

Senator  Daschle.  Well,  I  don't  think  we  are  unnecessarily  pro- 
longing the  provisions  that  we  can  make  here  by  dropping  that  50 
percent.  I  think  that  would  not  add  unnecessarily  to  your  calcula- 
tion burden.  Can  I  assume  that  that  is  correct? 

Mr.  Weber.  That  is  correct. 

Senator  Daschle.  That  isn't  going  to  encumber  your  time  frame 
all  that  much. 

Mr.  Weber.  The  only  way  that  it  would  encumber  it  is  the  fact 
that  now  the  process  has  that  50-percent  factor  in  there  and  we 
would  have  to  program  that  out. 

Senator  Daschle.  Right. 

Mr.  Weber.  That  is  going  to  take  a  few  days  to  program  that  out. 

Secretary  Espy.  And  Senator,  we  certainly  would  not  object  and 
would  encourage  it. 
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Senator  Daschle.  I  thank  you  again  for  the  tremendous  effort 
you  have  shown  in  responding  to  the  problem  thus  far. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much,  Senator  Daschle. 

Senator  Kerrey  called  me  early  on  this  week  and  talked  to  me 
about  this  and  was  one  of  several  who  urged  that  we  have  this 
hearing  in  an  earlier  informal  meeting  we  had  of  the  committee.  I 
would  just  note  parenthetically  that  I  appreciate  very  much  the 
advice  I  got  from  you.  Senator  Kerrey,  and  based  on  the  kind  of 
reaction  we  have  had  from  Senators  here  today  and  the  Secretary, 
you  were  absolutely  right  in  urging  that  we  have  this  hearing. 

Senator  Kerrey.  Thank  you,  Mr.  Chairman. 

Let  me,  Mr.  Secretary,  assert  that  I  do  not  question  that  we  have 
a  disaster  and  that  we  need  to  respond.  The  disaster  is  obvious,  it  is 
tremendous.  You  all  have  done  fabulous  work,  perhaps  unprece- 
dented, in  the  speed  with  which  you  responded  and  the  clarity  with 
which  you  described  the  disaster  and  the  specificity  with  which  you 
then  provided  answers  as  to  what  is  going  to  be  available. 

But  the  source  of  funds  matters.  It  does  matter  where  we  get  this 
money.  I  appreciate  that  in  the  past  what  we  have  done  is  essen- 
tially said,  well,  we  are  just  going  to  pay  it  out  and  worry  about  it 
later.  I  respectfully  say  that  as  we  are  trying  to  get  the  American 
people's  support  for  a  $500  billion  deficit  reduction  package  over 
the  next  2  or  3  weeks,  at  least  in  Nebraska  people  are  saying  to  me 
that  they  are  not  sure  they  trust  this  promise  to  cut  spending.  The 
line  that  I  hear  over  and  over  and  over  is  "It  looks  like  the  same 
old  stuff  to  me." 

I  think  we  have  to  be  cautious.  We  have  to  be  careful  because  we 
are  not  going  to  have  a  check,  by  a  check  I  mean  a  constraint  in 
the  form  of  having  to  collect  from  the  American  people  whatever 
we  pay  out. 

I  don't  know  if  we  are  going  to  get  the  money  by  borrowing  it 
from  the  Social  Security  trust  fund  or  from  the  bond  market  or 
where  we  are  going  to  get  it,  but  we  are  going  to  get  it  from  some- 
place in  order  to  write  all  these  checks  that  we  are  all  lining  up 
for. 

In  my  own  mind,  I  can  describe  a  scenario  in  which  this  disEister 
affects  50  States.  I  mean,  I  can  say  well,  my  cost  of  production  has 
gone  up  and  so  I  should  get  a  payment,  and  the  reason  that  I  am 
dry  in  South  Carolina  is  because  I  am  wet  in  Kentucky,  and  the 
reason  that  I  am  wet  in  Florida  is  because  I  am  dry  in  South  Caro- 
lina. I  mean,  this  thing  could  roll  into  50  States  if  we  don't  check 
at  some  point  and  say,  we  know  we  have  to  get  the  money  from 
someplace. 

I  know  that  we  are  talking  about  setting  some  precedent  here 
and  trying  to  figure  out  how  to  go  forward  so  that  farmers  under- 
stand they  have  to  manage  their  own  risk  and  can't  expect  to  have 
a  disaster  program  every  single  time  there  is  a  disaster.  I  am  skep- 
tical, however,  of  whether  or  not  we  are  sending  that  message  out. 

But  I  think  we  have  to  come  to  grips  as  well  with  whether  or  not 
we  are  going  to  do  things  new  in  a  fiscal  way.  Otherwise,  again,  the 
taxpayers  say,  same  old  stuff.  I  hear  all  of  us  saying  we  don't  doubt 
the  American  people  are  prepared  to  pay  for  this  disaster.  Well, 
one  of  the  reasons  we  don't  doubt  it  is  we  aren't  asking  them  to 
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pay  for  it.  That  is  a  fairly  easy  statement  to  make.  I  don't  doubt 
that  the  American  people  want  to  respond  to  this  disaster  when  I 
know  we  are  not  going  to  have  to  hit  the  American  people  for  any 
kind  of  a  contribution  other  than  sort  of  after  the  fact. 

So  I  think  that  we  in  Congress,  particularly  as  we  go  through 
this  reconciliation  process,  have  got  to  be  very  alert  to  not  overrun- 
ning the  bag,  to  use  a  baseball  term. 

I  would  like  to  talk  about  crop  insurance,  as  everybody  else  has, 
and  assert  first  of  all  that  there  are  some  reasons  why  crop  insur- 
ance is  preferable. 

If  I  am  operating  a  restaurant  with  $250,000  worth  of  sales  a 
year  and  my  business  has  been  shut  down  by  this  disaster,  the  cal- 
culation is  when  am  I  going  to  get  back  open?  I  don't  expect  to 
have  a  full  year's  loss,  maybe  I  have  6  months'  loss,  and  thus  I 
hope  to  get  some  revenue  going  as  soon  as  I  get  my  business  back 
open. 

But  with  a  farmer,  he  is  looking  at  the  possibility  that  his  entire 
year's  income  could  be  lost,  so  it  is  a  heck  of  a  risk  to  manage.  But 
with  crop  insurance,  you  end  up  with  a  product  that  is  bankable. 
You  can  go  to  the  bank  and  borrow  against  it.  You  can't  borrow 
against  the  disaster  program  because  it  is  uncertain. 

In  addition,  with  crop  insurance  it  is  market  oriented.  You  can 
hedge  because  you  have  something  that  is  going  to  get  paid  out  if 
you  have  a  loss.  It  is  something  that  you  can,  in  fact,  orient  to  the 
market  rather  than  orienting  to  Washington,  which  is  very,  to  say 
the  least,  unpredictable.  It  is  tailor  made.  To  manage  the  risk  you 
do  have  some  confusion  as  a  consequence  of  various  pricing  and 
various  options  and  we  attempted  to  adjust  those  and  we  have  a 
long  way  to  go  to  get  that  program  in  shape  so  that  it  is  working. 
But  indeed,  crop  insurance  is  likely  to  offer  a  bigger  payment. 

The  point  that  I  hope  you  will  keep  in  mind  when  you  present 
this  to  us  is  that  with  crop  insurance  the  indemnity  payment  can 
be  larger  than  a  disaster  payment  if  you  assume  that  you  want  to 
buy  the  higher  option  price.  It  is  also,  it  seems  to  me,  something 
that  suffers  far  less  from  political  influence,  which  in  my  judgment 
is  very  important. 

I  just  put  four  or  five  things  out  there  that  argue  in  favor  of 
using  crop  insurance. 

The  question  that  I  have,  Mr.  Secretary,  goes  to  the  chairman's 
earlier  statement  that  we  paid  out  $8.8  billion  of  disaster  money 
over  the  past  6  years. 

Is  the  administration  prepared  to  say  that  perhaps  we  need  to 
spend  a  little  more  on  crop  insurance  in  order  to  reduce  that  kind 
of  budget  exposure  for  disaster  payments  in  the  future? 

Secretary  Espy.  I  am  almost  at  the  point  where  I  am  ready  to  say 
it,  because  we  can't  do  two  things  at  the  same  time.  We  can't  do 
either  very  well.  We  can't  continue  to  have  annual  disaster  appro- 
priations bills  for  disasters  which  we  know  will  happen  and  at  the 
same  time  operate  an  actuarially  sound  crop  insurance  program 
that  is  satisfactory  on  a  universal  basis.  It  can't  be  done. 

We  subsidize  crop  insurance  on  a  percent  basis  of  about  30  per- 
cent, and  that  costs  the  Government  money.  So  we  either  have  to 
invest  in  one  or  the  other.  I  agree  with  you  that  I  think  the  other 
ought  to  be  reforming  the  Crop  Insurance  Program  to  invite  par- 
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ticipation,  to  make  it  fair,  to  make  it  affordable,  and  to  make  it 
geographically  reasonable,  because  even  in  cases  of  Hurricane 
Andrew  in  Florida,  I  believe,  and  I  hope  I  am  correct  in  this,  that 
we  have  private  insurers  that  will  not  offer  crop  insurance  within 
this  geographic  area  simply  because  of  the  risk  that  they  faced  last 
year.  That  is  not  fair  to  producers  in  Florida. 

So  we  have  to  really  shut  the  door  and  come  up  with  a  program 
that  is  workable,  and  then  when  we  have  disasters  we  have  to  ask 
our  friends  in  the  House  and  Senate  to  say  no.  You  can't  do  both  at 
the  same  time. 

Senator  Kerrey.  We  have  made  a  collective  decision  we  are 
going  to  socialize  this  risk.  Let  me  use  that  horrible  word,  but  that 
is  essentially  what  we  have  done.  Now  we  do  that  even  if  we  have 
a  million  man  hours  to  come  over  and  do  sandbagging.  Basically 
we  have  a  response  that  a  producer  can't  anticipate  every  single 
risk  that  is  out  there  but  we  are  going  to  try  to  provide  an  opportu- 
nity for  some  kind  of  market-oriented  management  of  that  risk. 

Let  me  ask  you,  in  the  process  of  thinking  through  this  thing,  did 
you  consider,  and  if  so  why  did  you  reject,  using  the  Crop  Insur- 
ance Program  instead  of  a  direct  disaster  payment,  allowing  for 
retroactive  purchase,  for  example,  for  prevented  planting.  As  I  un- 
derstand it,  the  FCIC  prepared  regulations  earlier  that  would  have 
allowed  for  prevented  planting  to  be  covered  under  the  standard 
package  for  just  a  couple  cents  an  acre.  However,  the  freeze  on  the 
regulations  that  was  put  on  earlier  prevented  that  from  occurring. 
Is  that  a  fair  statement? 

Secretary  Espy.  Maybe  someone  else  can  answer  that.  I  am  not 
sure  about  that. 

Ms.  Connelly.  Yes,  we  have  been  caught  up  in  the  regulations 
process. 

Senator  Kerrey.  Did  you  not  have  the  regulations  for  prevented 
planting  prepared  that  would  have  allowed  for  that  to  be  included 
in  the  standard  package  for  just  a  few  cents  but  that  the  freeze  on 
regulations  that  was  ordered  earlier  in  the  year  prevented  from  oc- 
curring? 

Ms.  Connelly.  Senator  Kerrey,  I  would  have  to  look  at  the  exact 
status  of  that.  I  know  that  we  were  working  on  the  regulations  and 
that  we  have  gotten  caught  in  the  process,  but  I  am  not  sure  at 
what  state  we  had  to  stop. 

We  are  working  in  getting  the  prevented  planting  part  of  the 
policy,  certainly  it  would  be  part  of  the  common  policy  if  we  can 
get  that  going.  It  is  not  a  matter  of  not  recognizing  that  it  is  neces- 
sary, it  is  a  matter  of  getting  it  out  there  and  getting  people  to  buy 
it. 

Senator  Kerrey.  The  question  still  stands  as  to  whether  or  not 
and  why  you  didn't  instead  offer  the  option  of  retroactive  purchase 
of  crop  insurance,  either  for  the  standard  package  or  for  prevented 
planting. 

Secretary  Espy.  I  am  not  sure  I  can  answer  completely,  but 

Senator  Kerrey.  Was  it  considered?  Was  that  option  considered? 

Secretary  Espy.  First  of  all,  we  are  asking  them  to  purchase  crop 
insurance  for  the  coming  year,  and  then  we  have  been  asking  them 
to  purchase  crop  insurance  for  the  past  year  on  the  prevented 
planting  basis.  I  just  believe  that  would  have  hampered  the  proc- 
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ess,  it  would  have  tied  it  down,  and  it  would  have  been  forcing 
these  kinds  of  options  on  farmers  in  times  of  distress.  I  really  think 
that  that  is  the  basis  on  which  that  consideration  was  dismissed. 

But  we  believe  that  it  must  be  changed,  and  it  must  be  changed 
quickly.  We  are  not  saying  we  are  going  to  do  it  next  year.  I  am 
saying,  let  us  sit  down  next  week  and  come  up  with  all  the  good 
ideas  and  let  us  try  to  construct  something  that  makes  sense. 

I  would  like,  though,  to  go  back  and  just  emphasize  for  the 
record  the  budgetary  impact  that  this  crisis  will  have  on  farm  pro- 
gram outlays.  I  don't  know  if  you  were  here  at  the  exact  time  that 
Mr.  Collins  had  gone  through  some  of  this,  but  we  know  we  have 
opened  the  door.  At  the  same  time,  we  have  to  have  some  kind  of  a 
latch  available  to  shut  it  because  others,  no  doubt,  will  rush 
through  claiming  payments  based  on  impending  disasters. 

First  of  all,  we  are  trying  to  put  a  latch  on  this  disaster  door  in 
this  declaration  where  we  are  timing  it,  saying  that  we  will  pay  on 
all  1993  losses  that  occur  prior  to  August  1.  That  might  be 
droughts;  we  have  some  of  that  now.  But  after  August  1,  it- has  to 
be  a  Presidentially-declared  disaster  in  order  for  that  money  to  be 
available. 

The  farm  programs  cost  somewhere  between  $13  and  $16  or  so 
billion  a  year,  depending  on  yields.  We  believe  that  because  of  the 
crisis,  I  mean,  if  there  is  any  silver  lining  to  any  of  these  clouds  it 
is  the  fact  that  the  Government  outlays  will  go  down  because  a  lot 
of  these  crops  won't  be  offered  into  the  program.  They  will  sell  pri- 
vately because  of  the  yields  we  had  last  year,  in  1992.  On  corn,  the 
yields  were  pretty  good  and  a  lot  of  that  is  still  in  reserve  and  of- 
fered to  the  private  market,  and  we  won't  offer  the  payment. 

So  if  we  can  say  anything  to  those  residents  out  there  wondering 
why  we  keep  paying  for  farmers'  losses,  we  can  say  that  the  costs 
will  be  down  this  year  because  of  the  price  increase  in  these  com- 
modities due  to  reduction  in  supply. 

Senator  Kerrey.  Yes,  but  let  me  give  you  a  hypothetical  of  what 
I  was  just  referencing,  Mr.  Secretary,  as  far  as  some  kind  of  a 
check.  Let  us  assume  this  as  a  principle.  We  said,  yes,  we  are  going 
to  have  a  disaster  program.  The  American  people  are  ready  to  pay 
for  it.  It  is  horrible,  this  sight.  I  was  moved  by  the  picture  of  the 
President  in  Des  Moines  with  the  young  girl  who  was  crying  as  a 
result  of  losing  her  home,  and  it  is  a  tragic  loss  of  property  and 
disruption  of  people's  lives  and  everyone's  heart  is  rended  by  the 
scene. 

But  let  us  say  that  we  decided  what  we  will  do  is  we  will  pass  the 
collective  hat  to  pay  for  this  thing.  Let  us  say  that  is  our  principle, 
that  we  are  not  going  to  borrow  the  money,  that  we  are  not  going 
to  dip  into  Social  Security  or  wherever  else,  because  I  don't  know 
where  we  are  going  to  get  the  money,  but  let  us  say  it  is  going  to 
be  a  pay-as-you-go  program,  and  let  us  say  we  decide  that  to  get  $1 
billion  what  we  will  do  is  to  put,  say  for  a  year,  a  penny  on  gaso- 
line to  pay  for  it. 

Now  that  is  a  check,  because  the  people  that  are  paying  that  tax 
then  say  to  me.  Senator,  make  sure  you  don't  spend  too  much.  I 
don't  mind  a  penny,  I  don't  mind  2  cents,  I  don't  mind  3  cents,  but 
if  I  have  to  pay  7,  8,  or  9  cents  because  you  opened  this  door  and 
feel  like  you  are  going  to  cover  any  loss  that  occurs  as  a  conse- 
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quence  of  that  kind  of  thing  I  don't  want  to  do.  I  don't  want  a  50- 
State  flood  to  occur,  if  you  follow  what  I  am  saying. 

Secretary  Espy.  I  do. 

Senator  Kerrey.  We  have  no  such  check.  Congress,  you  may 
have  noticed  from  your  own  service,  is  an  undisciplined  body  by 
nature,  and  I  am  just  fearful  of  what  this  thing  is  going  to  do  to 
the  reconciliation  process,  particularly  in  that  there  is  risk  that  it 
undercuts  taxpaying  citizens'  confidence  that,  in  fact,  it  isn't  the 
same  old  stuff. 

Secretary  Espy.  Well,  as  unsure  as  I  am  in  many  cases  today 
about  answers  to  questions  of  how  to  reform  crop  insurance,  I  am 
certainly  unsure  about  how  to  bring  discipline  to  Congress.  [Laugh- 
ter.] 

That  is  for  sure. 

Senator  Kerrey.  As  you  know,  Mr.  Secretary,  if  we  said  we  are 
going  to  pay  for  this  disaster  this  year,  that  we  are  not  going  to 
borrow  any  of  it,  if  you  came  before  this  committee  and  said,  Mr. 
Chairman  and  members  of  this  committee,  it  is  a  disaster  and  we 
are  going  to  pass  the  hat  this  year  and  pay  for  the  damage.  If  that 
is  the  principle  upon  which  we  are  going  to  operate,  I  will  guaran- 
tee you  there  is  discipline.  If  I  know  I  have  to  go  to  the  people  to 
get  the  money  to  pay  for  the  disaster,  I  am  going  to  make  sure  that 
I  pay  only  for  those  disasters  that  are  legitimately  a  part  of  this 
100-year  epic  event. 

Secretary  Espy.  In  all  sincerity,  I  agree  with  you.  Number  one, 
we  have  to  come  up  with  a  crop  insurance  program  that  makes 
sense,  that  satisfies  virtually  everyone  and  that  is  mandatory  on 
the  producers'  part. 

Then,  number  two,  when  it  comes  to  the  difference  of  whatever 
it  is  between  a  disaster  and  a  calamity  or  catastrophe  or  whatever 
word  you  want  to  use,  when  it  comes  into  the  national  scope,  then 
of  course  we  could  consider  some  offsets.  I  have  heard  suggestions 
that  we  ought  to  have  a  tax  on  impact  on  commodities  trading  and 
perhaps  that  ought  to  be  factored  in.  I  am  not  endorsing  that  today 
but  it  certainly  is  something  that  has  been  discussed. 

Senator  Kerrey.  Mr.  Secretary,  you  in  a  very  short  period  of 
time  have  already  impressed  people  that  you  are  changing  the  way 
USDA  has  operated,  that  the  Clinton  administration  is,  in  fact, 
changing  things  in  Washington,  and  I  am  very  grateful  for  that.  I 
am  very  concerned  about  this  impression  that  we  particularly  in 
Congress  sometimes  give  the  American  people  that  it  is  the  same 
old  stuff. 

I  believe  strongly  that  you  mean  what  you  say  when  you  say  that 
we  are  going  to  make  the  Crop  Insurance  Program  work,  but  his- 
torically those  promises  are  often  broken,  and  once  we  do  the  disas- 
ter program,  the  pressure  is  off. 

I  appreciate  your  not  wanting  to  force  people  who  are  in  distress 
to  make  difficult  decisions  like  this,  but  in  the  absence  of  the  pres- 
sure it  is  going  to  be  much  more  difficult  to  make  this  program 
work.  I  trust  that  you  will  be  able  to  work  with  us  to  get  that  job 
done.  I  think  it  is  going  to  be  extremely  important  that  we  do,  for 
all  the  reasons  that  I  cited.  I  think  the  Crop  Insurance  Program  is 
the  best  approach  to  use,  and  I  appreciate  very  much  your  commit- 
ment to  making  it  work. 
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Secretary  Espy.  Thank  you,  Senator. 

The  Chairman.  Thank  you 

I  know  that  Senator  Conrad  wants  to  follow  up  on  an  earlier 
question,  and  I  yield  to  him  for  that  before  we  wrap  up  the  hear- 
ing. 

Senator  Conrad.  Thank  you,  Mr.  Chairman. 

I  would  just  like  to  ask  the  Crop  Insurance  Acting  Administrator 
once  again,  I  don't  want  us  to  leave  a  misimpression  here,  and  my 
understanding  of  the  economic  effect  of  a  65-percent  option  on  crop 
insurance  is  that  that  will  not  protect  65  percent  of  a  farmer's 
income.  My  understanding  is  it  will  not  protect  65  percent  of  a 
farmer's  income  because  the  65  percent  applies  to  the  yield,  but 
then  that  is  multiplied  times  the  market  price,  not  the  target  price. 

So  what  a  farmer  would  have  expected  to  receive  had  he  actually 
received  the  crop  is  reduced.  It  is  not  65  percent,  is  that  correct? 
The  65  percent  applies 

Ms.  Connelly.  That  is  correct. 

Senator  Conrad  [continuing.]  To  the  market  price,  not  the  target 
price. 

Ms.  Connelly.  That  is  correct. 

Senator  Conrad.  So  a  farmer  who  had  a  65-percent  option  would 
not  be  getting  65  percent  of  his  normal  income,  he  would  be  getting 
less  than  that. 

Ms.  Connelly.  That  is  correct. 

Senator  Conrad.  I  just  think  it  is  important  for  us  to  understand 
what  really  is  going  to  happen  out  there  to  the  farmer,  even  if  he 
has  crop  insurance.  Even  with  this  disaster  assistance,  they  are  not 
going  to  be  made  whole.  They  are  not  going  to  be  close  to  being 
made  whole. 

I  think  it  is  terribly  important  that  people  understand  that  even 
with  crop  insurance,  even  with  disaster  assistance,  they  are  going 
to  have  less  income  than  if  they  had  a  normal  crop. 

Secretary  Espy.  That  is  a  good  note  to  end  on.  I  guess  I  will  be 
satisfied  if  we  can  end  on  it,  but  we  have  a  lot  more  work  to  do. 
They  are  not  going  to  be  made  whole,  but  when  you  say  they  are 
not  going  to  be  receiving  near  that  level,  I  think  that  we  are  oper- 
ating on  a  50-percent  basis,  and  I  know  the  deductions  are  within 
all  of  this,  but  I  do  believe  that  when  it  comes  to  disaster  payments 
and  crop  insurance,  if  appropriate,  and  emergency  loans  and  help 
available  outside  of  the  agricultural  community,  because  farmers 
are  people  too,  I  think  they  are  going  to  be  getting  up  to  that  50- 
percent  basis  on  actual  losses.  I  believe  it  and  we  are  going  to  try 
to  make  it  happen. 

Senator  Conrad.  I  would  certainly  agree  with  that.  On  those 
that  have  crop  insurance,  they  will  be  perhaps  over  50  percent  of 
normal  income. 

I  again  thank  everyone. 

The  Chairman.  I  just  want  to  make  sure  I  don't  leave  a  miscon- 
ception here.  Mr.  Dewhurst  mentioned  in  answer  to  an  earlier 
question  that  the  Wetlands  Reserve  Program  has  been  capped, 
which  is  correct.  What  I  am  asking  is  if  you  considered  putting  a 
request  for  funds  in  the  disaster  supplemental  for  making  this  as- 
sistance available  to  hard-hit  farmers.  I  am  sending  a  note  down  to 
the  President  this  afternoon  on  precisely  that  and  that  is  the 
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reason  I  raised  it.  I  think  this  is  probably  one  time  that  we  might 
actually  be  able  to  face  that  issue  and  be  able  to  use  the  Wetlands 
Reserve  Program  the  way  it  could  well  be  used  here. 

Secretary  Espy.  I  think  that  is  an  appropriate  request  and  for 
follow-on  action,  I  think  it  is  appropriate. 

The  Chairman.  Mr.  Secretary,  this  has  been  an  extraordinary 
hearing.  You  have  heard  the  views  from  Senators  across  the  coun- 
try. Republicans  and  Democrats  alike.  In  some  areas,  their  views 
have  been  different  on  what  might  or  might  not  be  done.  I  hope  it 
has  been  helpful  to  you  and  your  staff. 

Secretary  Espy.  Yes. 

The  Chairman.  I  hope  you  will  note,  though,  that  every  single 
Senator  here.  Republican  and  Democrat  alike,  praised  you  and 
your  office,  praised  FEMA,  Mr.  Witt  and  his  office,  and  praised  the 
President  and  the  Vice  President  for  their  interest,  and  I  join  in 
that  praise. 

Secretary  Espy.  Thank  you. 

The  Chairman.  As  chairman  of  this  committee,  I  think  that  you 
have  responded  and  responded  very,  very  well. 

Let  me  just  say  on  a  personal  basis  to  you  as  a  longtime  personal 
friend,  speaking  not  just  to  the  Secretary  of  Agriculture  but  to  my 
good  friend  Mike  Espy,  I  am  going  to  be  in  Vermont  at  my  tree 
farm  this  weekend  and  I  am  going  to  be  watching  carefully.  I  ap- 
preciate the  invitation  to  be  in  Missouri  or  out  in  the  Midwest.  I 
think  that  you  and  the  President  and  others  will  be  able  to  handle 
that  very  well.  I  know  you  have  my  home  phone  number  and  if 
there  is  anything  I  can  do,  just  call  me  in  Vermont.  You  know  I  am 
interested  and  I  am  supportive.  And  Mike,  I  am  very,  very  proud  of 
you  and  everybody  in  your  Department. 

Secretary  Espy.  Thank  you.  Senator.  If  you  rush  this  bill 
through,  that  is  the  best  thing  that  could  happen  to  us. 

The  Chairman.  Thank  you  very  much. 

Secretary  Espy.  Thank  you. 

The  Chairman.  Thank  you.  We  stand  in  recess. 

[Whereupon,  at  12:38  p.m.,  the  committee  adjourned,  subject  to 
the  call  of  the  Chair.] 

[Material  submitted  for  the  record  follows:] 


APPENDIX 


POSTHEARING  QUESTIONS  FOR  SECRETARY  ESPY 

Questions  from  Senator  Lugar 

Question  1.  You  stated  on  "This  Week  With  David  Brinkley"  this  past  Sunday, 
and  I  quote,  "Well,  the  President  and  I  toured  the  Upper  Midwest  last  week,  and  he 
instructed  me  to  find  a  crop  insurance-based  solution.  And  this  is  what  we're  going 
to  do."  My  question  to  you  today  is  why  aren't  we  embarking  on  the  crop  insurance- 
based  course  in  our  response  to  the  current  flooding  in  the  Midwest? 

I  have  fairly  reliable  figures  to  show  that  the  benefits  to  farmers  under  a  retroac- 
tive crop  insurance  approach  are  significantly  higher  than  a  50-cents-on-the-dollar 
disaster  payment,  not  to  mention  17  other  advantages  to  using  this  approach. 

Under  the  crop  insurance  approach  advocated  by  several  Senators,  including  Sen- 
ators Grassley  and  Kerrey  of  this  committee,  and  the  crop  insurance  industry,  these 
farmers  would  then  be  covered  for  the  next  several  years  with  crop  insurance — with 
prevented  and  late  planting  options  as  part  of  the  standard  policy. 

If  the  administration  has  qualms  about  forcing  farmers  who  recieve  a  retroactive 
policy  to  purchase  crop  insurance  due  to  the  nature  of  the  policy,  you  as  the  Secre- 
tary of  Agriculture  have  plenty  of  opportunity  to  propose  and  fairly  flexible  author- 
ity to  administratively  offer  additional  options  for  coverage  in  future  years  without 
any  action  needed  by  Congress.  At  the  same  time  let's  not  forget  that  there  are 
663,000  policyholders  nationwide  (including  as  many  as  60  percent  of  Iowa  farmers) 
who  think  the  policy  is  worth  something  now  and  the  fact  that  FCIC  has  already 
proposed  changes  to  increase  coverage. 

But  for  now,  why  not  use  crop  insurance  instead  of  ad  hoc,  50-cents-on-the-dollar, 
disaster  payments?  There  is  clear  precedent  to  this  approach  in  the  retroactive  crop 
insurance  approach  that  was  used  in  1991  to  address  the  citrus  freeze  of  December 
1990  in  California. 

Answer.  While  many  producers  choose  to  purchase  crop  insurance  as  a  risk  man- 
agement tool,  we  are  concerned  about  the  number  of  producers  who  have  no  crop 
insurance  and  for  the  farmers  who  choose  not  to  purchase  crop  insurance,  thereby 
indicating  that  the  program  may  need  adjusting.  We  need  to  make  the  program  at- 
tractive to  ensure  a  sufficient  number  of  producers  participate  to  preclude  the  need 
for  ad  hoc  disaster  legislation.  As  a  practical  matter,  retroactive  crop  insurance  cov- 
erage for  losses  which  have  already  occurred  is  simply  an  ad  hoc  disaster  bill  with  a 
different  title. 

Question  2.  I'm  becoming  increasingly  concerned  about  your  comments  in  the  na- 
tional and  locEil  media  stating  that  the  Crop  Insurance  Program  is  a  disaster.  By 
stating  this  you  are  in  essence  saying  that  60  percent  of  Iowa  farmers,  and  over 
660,000  other  farmers  nationwide  are  foolhardy  with  their  money  and  should  not 
take  responsibility  for  managing  disaster  risk  by  purchasing  multiple  peril  crop  in- 
surance. While  there  is  the  prevented  planting  lapse  by  FCIC  and  there  are  a 
number  of  farmers  out  there  left  without  coverage  this  year,  the  vast  majority  with 
crop  insurance  are  already  guaranteed  to  receive  an  indemnity  check  this  fall  for 
any  losses  they  suffer. 

In  fact,  under  the  current  program,  if  a  farmer  has  a  complete  loss  and  65-percent 
crop  insurance,  they  would  receive  about  64  percent  of  the  expected  income  from 
their  crop.  Under  the  disaster  program  you  bring  before  us  today,  they  would  re- 
ceive 22  percent  of  that  expected  income.  I  ask  you,  which  is  a  disaster?  By  the  way, 
the  guarantee  of  64  percent  of  the  expected  income  under  crop  incurance  came  at  a 
cost  of  2.4  cents  on  the  dollar,  or  a  nickel  a  bushel — I  wouldn't  call  that  excessively 
expensive,  would  you? 

Answer.  Crop  insurance  works  very  well  for  those  who  purchase  it.  However,  35- 
percent  participation  nationwide  is  not  sufficient  to  alleviate  the  requirement  for  ad 
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hoc  disaster  legislation.  In  the  Midwest  where  many  of  the  producers  were  unable  to 
plant  their  crops,  the  lack  of  a  producer-accepted  prevented  planting  crop  insurance 
program  was  particularly  acute.  We  need  to  make  the  program  attractive  to  ensure 
a  sufficient  number  of  producers  participate  to  preclude  the  need  for  ad  hoc  disaster 
legislation. 

Question  S.  Does  the  Federal  Crop  Insurance  Corporation  currently  have  the  au- 
thority to  borrow  from  the  Commodity  Credit  Corporation  to  cover  deficiencies  in  its 
own  funds  and  also  the  authority  to  offer  notes  and  other  obligations  to  the  Secre- 
tary of  the  Treasury  as  a  source  of  emergency  funding? 

Answer.  The  FCIC  does  have  the  authority  to  borrow  from  CCC  to  the  extent  nec- 
essary to  pay  losses.  FCIC  does  not  have  the  authority  to  offer  notes  to  the  Secre- 
tary of  the  Treasury  because  amounts  for  such  borrowing  have  not  been  included  in 
the  appropriations  acts. 

Section  516(c)  of  the  Federal  Crop  Insurance  Act,  as  amended,  provides  for  emer- 
gency funding  in  case  of  insufficient  moneys  and  the  authority  for  the  FCIC  Board 
of  Directors  to  request  the  Secretary  of  Agriculture  to  use  CCC  funds  to  make 
timely  payments  of  indemnities  to  producers. 

Section  516(d)  of  the  Act  provides  the  authority  for  FCIC  to  issue  to  the  Secretary 
of  the  Treasury  notes  or  other  obligations  for  emergency  funding  but  only  to  the 
extent  such  amounts  are  provided  in  appropriations  acts. 

Question  4-  The  President's  disaster  proposal  contains  a  provision  dealing  with  the 
Farmer  Owned  Reserve  (FOR).  Specifically  the  proposal  states:  "Producers  with 
warehouse-stored  FOR  loans  would  be  allowed  to  rotate  warehouse  loan  collateral 
with  farm-stored  new  crop  production."  What  is  the  disaster-related  purpose  of  re- 
opening the  reserve? 

Answer.  Reopening  the  farmer-owned  reserve  gives  producers  additional  time  to 
market  their  grain. 

Question  5.  What  is  the  purpose  of  letting  farmers  rotate  warehouse-stored  grain? 
Currently,  farmers  are  allowed  to  rotate  farm-stored  grain  to  protect  quality,  but 
the  quality  issue  is  not  relevant  in  the  case  of  warehouse  storage.  Further,  it  is  my 
understanding  that  farmers  who  use  this  privilege  will  be  required  to  replace  the 
grain  within  60  days,  and  place  that  grain  in  on-farm  storage.  Doesn't  this  discrimi- 
nate against  farmers  who  do  not  have  on-farm  storage  or  whose  on-farm  storage  has 
been  damaged  by  the  natural  disasters? 

Answer.  CCC  will  accept  requests  to  rotate  grain  intended  for  the  farmer-owned 
reserve  (FOR)  while  it  is  in  regular  farm-stored  loan  status,  provided  the  grain  is 
moved  to  approved  warehouse  storage  and  a  warehouse  receipt  is  submitted  to  CCC 
as  collateral  for  the  loan.  After  a  FOR  agreement  is  approved,  1993  crop  placed  in 
on-farm  storage  can  be  used  £is  replacement  stocks  for  the  FOR  grain.  "The  loan  is 
never  considered  a  warehouse-stored  loan. 

Question  6.  Do  you  have  the  legal  authority  to  make  FOR  changes  at  this  time? 
Under  the  terms  of  the  1990  farm  bill,  changes  in  the  FOR  are  to  be  announced  by 
March  15. 

Answer.  Section  110  of  the  Agricultural  Act  of  1949,  as  amended,  requires  the  Sec- 
retary to  announce  the  terms  and  conditions  of  the  feed  grain  FOR  by  March  15.  It 
is  the  position  of  USDA  that  the  changes  announced  do  not  constitute  a  change  in 
the  terms  or  conditions  of  the  FOR. 

Question  7.  In  your  release  outlining  the  President's  proposal  you  indicate  that 
regulations  are  being  amended  to  allow  producers  in  disaster  areas  to  extend  their 
crop  loans.  Do  you  have  the  legal  authority  to  target  loans  in  disaster  areas,  or  will 
you  allow  loan  extensions  across  the  country?  Can  you  cite,  or  provide  for  me,  your 
legal  authority  to  undertake  this  proposal? 

Answer.  The  CCC  will  allow  producers  in  all  areas  to  request  an  extension  of  the 
maturity  date  of  1992  wheat  and  feed  grain  loans  or  a  delay  of  settlement  of  1992 
soybean  loans.  There  are  no  statutory  limitations  on  the  length  of  the  wheat  and 
feed  grain  price  support  loans.  In  addition,  Section  205(h)  of  the  Agricultural  Act  of 
1949,  as  amended,  provides  that  oilseed  loans  shall  mature  on  the  last  day  of  the  9th 
month  following  the  month  of  application  for  the  loan  is  made.  The  change  with 
respect  to  soybean  loans  does  not  change  the  maturity  date  for  the  loan,  it  merely 
delays  settlement  of  the  loan. 

Question  8.  Have  you  considered  the  market  impact  of  such  action?  Does  it  rnake 
sense  to  try  to  remove  grain  from  marketing  channels  while  prices  are  increasing? 
And  what  happens  when  the  loan  extensions  mature — won't  this  lead  to  a  glut  of 
grain  being  dumped  onto  the  market  in  the  September-October  time  frame? 

Answer.  The  reason  for  extending  the  maturity  dates  of  wheat  and  feed  grain 
loans  and  delaying  the  settlement  of  soybean  loans  is  to  help  those  producers  who, 
because  of  flooding,  are  unable  to  market  their  crop  prior  to  loan  maturity  due  to 
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the  disruption  of  the  marketing  channels  in  the  Midwest.  Some  producers,  who  nor- 
mally repay  their  loans  with  proceeds  from  the  sale  of  the  crop,  may  have  difficulty 
obtaining  financing  from  sources  other  than  CCC. 


Questions  from  Senator  Pryor 

Question  1.  What  are  the  experts  predicting  the  flood  situation  to  be  in  the  lower 
Mississippi  River  area?  Last  week  I  understood  them  to  say  they  expected  the  wid- 
ening of  the  river  near  the  Arkansas  portion  to  be  able  to  handle  the  volume  of 
water  that  would  be  flowing  as  a  result.  Are  there  any  more  recent  predictions  to 
the  situation  we  can  expect  in  Arkansas? 

Answer.  Our  current  forecast  indicates  no  threat  of  serious  flooding  to  the  Lower 
Mississippi  Valley.  Water  levels  on  the  Mississippi  from  Memphis  to  New  Orleans 
are  expected  to  crest  4-5  feet  below  flood  stage.  These  forecasts  could  change  if  the 
area  continues  to  receive  excessive  rainfall. 

Question  2.  As  you  may  remember,  my  State  was  hit  with  some  particularly  dev- 
astating floods  a  few  years  ago.  I  understand,  but  just  want  to  make  sure — does  this 
administration  proposal  make  the  same  deal  to  these  victims  as  w£is  offered  to  the 
victims  of  the  floods  that  affected  Arkansas? 

Answer.  The  President's  proposal  would  offer  essentially  the  same  benefits  to  vic- 
tims of  the  1993  Midwest  floods  as  were  offered  to  victims  of  the  Arkansas  floods  of 
1990.  The  primary  exception  is  that  the  proposal  for  the  1993  floods  includes  a  pro- 
vision to  pay  producers  90  percent  of  their  eligible  disaster  claim  on  catastrophic 
losses  for  that  portion  of  the  deficiency  in  production  that  exceeds  75  percent.  Losses 
between  35  (40  percent  if  no  crop  insurance)  and  75  percent  would  be  guaranteed 
50.04  percent  of  their  eligible  disaster  claim.  Victims  of  the  1990  Arkansas  floods 
were  eligible  to  receive  a  payment  equal  to  50.04  of  their  disaster  claim,  were  al- 
lowed to  use  the  so-called  "0/92"  provisions  of  1990  wheat  and  feed  grain  provisions, 
and  were  eligible  to  receive  Emergency  Conservation  Program  (ECP)  benefits. 

Question  3.  The  early  1990  floods  in  Arkansas,  particularly  down  by  the  Red 
River,  caused  a  tremendous  amount  of  silt  and  sediment  to  be  deposited  on  once- 
fertile  and  productive  land.  Since  we  have  had  a  decision  earlier  this  year  to  make 
quality  as  well  as  quantity  a  reason  for  receiving  disaster  assistance,  and  the  will- 
ingness to  look  back  at  previous  years,  is  the  Department  of  Agriculture  willing  to 
take  a  look  at  the  quality  losses  associated  with  the  flood-stricken  land  in  Arkansas 
for  further  assistance  based  on  quality? 

Answer.  The  President's  proposal  would  not  cover  quality  losses  associated  with 
silt  and  sediment  deposited  on  land.  The  quality  losses  relate  to  reduced  quality  of 
actual  production  due  to  a  natural  disaster. 

Question  4-  Does  the  fact  that  we  will  again  be  paying  on  a  50.04-percent  basis 
mean  that  for  all  future  disasters  the  administration  will  continue  to  pay  at  this 
same  rate?  Why  can't  we  get  back  to  the  provisions  included  in  the  1990  farm  bill 
which  take  into  account  crop  insurance  participation  and  other  information  in  de- 
ciding how  much  producers  will  be  compensated? 

Answer.  The  50.04  percent  factor  resulted  from  trying  fairly  to  match  limited  ap- 
propriations for  disaster  assistance  to  eligible  claims.  Despite  our  deep  concern  over 
the  plight  of  producers  affected  by  natural  disasters,  we  must  still  keep  an  eye  on 
the  funds  available  in  the  budget  for  such  assistance. 

We  do  follow  provisions  of  the  Food,  Agriculture,  Conservation,  and  Trade  Act  of 
1990,  as  amended,  and  subsequent  appropriations  acts  which  take  into  account  crop 
insurance  participation  and  other  information  in  deciding  how  much  producers  will 
be  compensated.  Producers  with  crop  insurance  must  have  a  disaster-related  loss  in 
excess  of  35  percent,  while  producers  without  crop  insurance  must  have  a  loss  in 
excess  of  40  percent  before  they  qualify  for  disaster  assistance.  Once  total  claims  are 
determined  in  accordance  with  provisions  of  the  1990  Act  and  subsequent  appropria- 
tions acts  the  total  claim  is  then  factored  by  50.04  percent. 

Question  5.  What  will  happen  to  victims  of  a  drought  that  very  likely  may  occur 
later  this  year?  Is  this  package  open  ended  or  will  we  have  to  revisit  the  disaster 
assistance  issue  again  for  other  troubles  Mother  Nature  may  bring  us  in  this  year? 

Answer.  The  President's  proposal  would  cover  1993  crop  losses  resulting  from  ex- 
cessive rainfall,  hail,  and  floods  associated  with  the  Midwest  floods  of  1993,  other 
1993  natural  disasters  occurring  prior  to  August  1,  1993,  and  natural  disasters  as 
declared  by  the  President  occurring  in  calendar  year  1993.  Potential  victims  of  a 
drought  would  be  covered  since  the  drought  conditions  began  before  August  1.  Vic- 
tims of  natural  disasters  occurring  after  August  1  would  be  covered  as  long  as  there 
was  a  Presidential  declaration  of  a  disaster  area. 
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Questions  from  Senator  Conrad 

Question  1.  In  my  State,  much  of  the  substantial  agricultural  losses  will  be  due  to 
wet,  cool  weather.  For  example,  corn,  soybeans  and  sunflower  crops  are  growing, 
but  their  growth  is  so  far  behind  that  they  will  very  likely  not  mature  before  frost. 
This  does  not  constitute  a  quality  loss.  Farmers  will  simply  have  no  crop.  This  quali- 
fies as  a  disaster  in  my  mind. 

Are  wet  weather  and  early  frost  considered  eligible  disaster  events? 

If  so,  will  our  wet  weather  disaster  be  considered  a  disaster  that  occurred  before 
August  1,  since  it  started  this  spring? 

Answer.  Excessive  rainfall  that  either  prevents  or  substantially  delays  planting  or 
causes  stunted  growth  in  crops,  is  considered  an  eligible  disaster  event.  However, 
the  delay  in  planting  must  be  due  to  excessive  rainfall  and  not  due  to  management 
decision  on  the  part  of  the  producer.  Since  the  condition  of  excessive  rainfall  started 
in  the  spring,  it  would  be  considered  a  disaster  that  occurred  before  August  1. 

Question  2.  In  the  President's  proposal,  why  is  a  Presidential  major  disaster  decla- 
ration required,  rather  than  a  Secretarial  natural  disaster  determination,  for  pro- 
ducers with  losses  which  occur  after  August  1  to  be  eligible  for  disaster  assistance? 

Answer.  A  declaration  of  a  Presidential  major  disaster  offers  the  affected  areas  a 
wider  array  of  potential  benefits  than  would  a  Secretarial  natural  disaster  determi- 
nation. For  your  information,  differences  in  potential  benefits  are  described  in  full 
as  follows: 

Under  Secretarial  disaster  designations: 

•  FmHA  emergency  loans  for  up  to  $500,000  (for  production  and  physical  losses) 
are  made  available  to  eligible  family  farmers  in  the  designated  primary  and  contig- 
uous counties  at  4.5  percent  interest,  not  to  exceed  the  calculated  actual  loss. 

•  Small  Business  Administration  injury  loans  are  sometimes  made  available  to 
businesses  in  the  designated  primary  counties  only. 

Under  Presidential  emergency  and  major  disaster  declarations: 

•  In  all  cases,  triggers  FmELA  emergency  loan  programs  to  eligible  family  farmers 
at  4.5  percent  interest  in  the  designated  primary  and  contiguous  counties. 

•  Under  Presidential  emergency  declarations,  disaster  assistance  may  be  restrict- 
ed and  limited  to  State  and  local  governments  by  the  Federal  Emergency  Manage- 
ment Agency  (FEMA),  but  without  any  effect  on  FmHA  emergency  loans. 

"Individual  Assistance"  by  FEMA: 

•  Temporary  housing  or  home  repair  funds. 

•  Disaster  unemployment  assistance  and  job  placement  assistance. 

•  Individual  and  family  grants  of  up  to  $10,400  to  help  pay  disaster-related  ex- 
penses and  meet  serious  needs. 

•  Legal  services  to  low-income  families  and  individuals. 

•  The  Cora  Brown  Fund  to  meet  disaster-related  needs  not  met  by  the  programs 
of  Government  agencies  or  private  organizations. 

"Individual  Assistance  "  by  other  agencies: 

•  Small  Business  Administration  loans  to  individuals  and  businesses  for  housing 
and  rehabilitation  or  replacement  of  damaged  real  and  personal  property. 

•  Agricultural  Stabilition  and  Conservation  Service  (ASCS)  and  Soil  Conservation 
Service  (SCS)  cost-share  assistance  on  emergency  conservation  measures,  technical 
assistance  and  Commodity  Credit  Corporation  (CCC)  cost-share  assistance  for  live- 
stock and  herd  preservation. 

•  Veterans  Administration  assistance  such  as  death  benefits,  pensions,  insurance 
settlements,  and  adjustments  to  home  mortgages  held  by  the  Department  of  Veter- 
ans Affairs. 

•  Internal  Revenue  Service  and  State  tax  relief  to  cover  casualty  losses  resulting 
from  the  disaster. 

•  Banks  provide  waiver  of  penalties  for  early  withdrawal  of  funds  from  certain 
time  deposits. 

"Public  Assistance"  to  State  and  local  governments  in  terms  of  grants  by  FEMA  for: 

•  Clearance  of  debris  on  public  or  private  lands  or  waters. 

•  Emergency  protective  measures  for  the  preservation  of  life  and  property. 

•  Repair  or  replacement  of  roads,  streets,  and  bridges. 

•  Repair  or  replacement  of  water  control  facilities  (dikes,  levees,  irrigation  works, 
and  drainage  facilities). 

•  Repair  or  replacement  of  public  utilities. 

•  Repair  or  restoration  of  recreational  facilities  and  parks. 
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•  Other  forms  of  public  assistance,  which  may  be  made  available  by  FEMA,  in- 
clude: 

— Community  disaster  loans  from  FEMA  to  communities  suffering  substantial 
tax  and  other  revenue  losses.  Repairs  and  operating  assistance  to  public  elementa- 
ry and  secondary  schools  by  the  Department  of  Education. 

— Use  of  Federal  equipment,  supplies,  facilities,  personnel,  and  other  resources 
(not  credit)  from  various  Federal  agencies. 

— Repairs  to  Federal  aid  system  roads  when  authorized  by  the  Department  of 
Transportation. 

— Repairs  to  projects  when  authorized  by  the  U.S.  Army  Corps  of  Engineers  or 
Soil  Conservation  Service. 

"Public  Assistance"  under  the  Hazard  Mitigation  Programs  and  Activities  for  State 
and  local  governments  and  eligible  private  nonprofit  organizations  by  FEMA  in- 
clude: 

•  Technical  assistance  and  guidance  in  preparing  or  updating  the  required 
Hazard  Mitigation  Plan. 

•  Technical  assistance  from  Interagency  Hazard  Mitigation  Teams  or  Hazard 
Mitigation  Survey  Teams. 

•  Funding  of  mitigation  projects  through  the  Hazard  Mitigation  Grant  Programs 
which  can  fund  up  to  50  percent  of  the  cost  of  the  project. 

Question  3.  In  my  State,  dairy  and  beef  cattle  producers  are  going  to  experience  a 
shortage  of  forage  due  to  wet  conditions.  Hay  that  has  been  cut  is  rotting  in  the 
fields,  and  there  will  likely  be  no  corn  for  silage.  Thus,  it  is  important  that  CRP 
land  be  opened  for  haying  and  grazing. 

Will  the  release  of  CRP  land  occur  in  all  counties  which  have  experienced  a  disas- 
ter, or  only  in  counties  which  have  received  a  Presidential  major  disaster  declara- 
tion? 

Answer.  A  Presidential  declaration  is  not  required  to  allow  producers  to  hay  and 
graze  acreage  enrolled  in  the  Conservation  Reserve  Program  (CRP),  nor  does  the 
declaration  automatically  authorize  such  action.  The  haying  and  grazing  of  CRP 
acreage  is  authorized  on  a  county-by-county  basis,  by  the  ASCS  Deputy  Administra- 
tor, State  and  county  operations,  as  requested  by  the  county  Agricultural  Stabiliza- 
tion and  Conservation  (ASC)  Committee.  Current  criteria  for  approving  a  county  for 
haying  and  grazing  of  CRP  acreage  includes: 

•  a  40-percent  or  greater  loss  in  the  value  of  livestock  feed  production; 

•  a  40-percent  or  greater  loss  or  increase  in  precipitation  for  the  preceding  4- 
month  period; 

•  the  degrees  of  temperature  above  or  below  normal; 

•  the  extent  of  supplemental  livestock  feeding; 

•  the  percentage  above  normal  of  increased  culling  or  livestock  liquidation; 

•  existing  livestock  feed  production  and  growing  conditions  in  the  county; 

•  summary  of  statements  from  livestock  producers  explaining  hay,  pasture,  and 
livestock  feed  growing  conditions  on  their  farms  and  ranches; 

•  summary  of  statements  from  livestock  and  feed  industry  representatives  on  the 
availability  of  livestock  feed  in  the  county;  and 

•  other  factors  articulated  by  the  county  ASC  Committee  that  support  the  haying 
and  grazing  of  CRP  acreage. 

Question  4-  I  have  heard  that  you  will  use  the  livestock  feed  criteria  to  determine 
whether  CRP  land  should  be  opened  for  haying  and  grazing.  Is  this  correct?  If  so, 
this  causes  a  problem  in  my  State.  Will  you  consider  opening  such  land  for  haying 
and  grazing  based  on  a  shortage  of  forage  available? 

Answer.  County  ASC  Committees  have  been  instructed  to  request  haying  and 
grazing  of  CRP  acreage  based  on  the  procedure  for  requesting  the  implementation 
of  CCC  emergency  livestock  feed  programs.  This  involves  asking  for  information  on 
the  production  of  feed  grains  and  other  roughages,  such  as  corn  silage,  in  addition 
to  production  information  on  pasture  and  hay.  Production  losses  cannot  be  deter- 
mined at  this  time  on  many  feed  grain  and  roughage  crops  because  they  have  not 
matured  sufficiently.  This  is  taken  into  consideration  when  reviewing  the  request. 

Question  5.  What  price  do  you  propose  to  charge  for  haying  and  grazing  CRP 
land? 

Answer.  The  1994  Fiscal  Year  CRP-1  annual  rental  payment  scheduled  to  be 
made  after  October  1,  1993  will  be  reduced  by  the  amount  obtained  when  the 
number  of  acres  actually  hayed  or  grazed  is  multiplied  by  50  percent  of  the  CRP  per 
acre  rental  rate. 
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Question  6.  I  have  also  heard  that  you  will  not  release  CRP  land  classified  as  CP4. 
In  some  of  my  counties,  80  percent  of  the  CRP  land  is  classified  as  CP4.  Will  you 
consider  releasing  CP4-classified  land? 

Answer.  The  original  notification  to  County  ASC  Committees  excluded  the  author- 
ization to  hay  and  graze  1993  CRP  acreage  devoted  to  practices  known  as  CP4,  Per- 
manent Wildlife  Habitat.  Subsequently,  haying  was  authorized  on  land  devoted  to 
CP4  practices. 

Question  7.  Will  eligibility  to  hay  and  graze  CRP  land  be  limited  to  livestock  pro- 
ducers who  have  had  significant  forage  loss?  If  not,  who  will  be  eligible? 

Answer.  All  CRP  participants  in  authorized  counties  are  eligible  to  harvest  hay  or 
graze  their  CRP  acreage.  The  hay  and  pasture  may  be  used  by  the  participant,  sold 
to  any  one  for  any  price,  or  donated. 

Question  8.  The  President's  proposal  describes  FmHA's  current  authority  to  for- 
give up  to  $300,000  in  FmHA  debt  for  delinquent  borrowers.  However,  the  law  cur- 
rently limits  the  number  of  times  a  borrower  can  receive  debt  forgiveness,  and  the 
total  amount  of  debt  forgiveness. 

Thus,  am  I  correct  that  you  won't  be  able  to  provide  debt  forgiveness  assistance  to 
borrowers  who  have  already  reached  those  limits,  even  if  it  would  be  the  least  costly 
alternative  to  the  Government? 

FmHA  regulations  proposed  on  May  26,  1993  would  include  loan  deferrals  under 
the  statutory  debt  forgiveness  limitation.  Loan  deferral  does  not  involve  forgiveness 
of  debt,  and  the  law  does  not  provide  for  such  a  limitation.  I  have  commented  in 
opposition  to  this  limit  on  deferrals.  Do  you  plan  to  correct  this  error? 

Answer.  Section  1816(h)  of  the  1990  FACT  Act  amended  Section  353(n)  to  limit 
borrowers  to  just  one  debt  write-off  (either  debt  write-down  or  net  recovery  buyout), 
and  Section  353(p)  of  the  CONACT  to  limit  the  total  lifetime  debt  write-off  to 
$300,000.  The  special  rule  in  Section  353(nX2)  of  the  CONACT,  however,  will  permit 
borrowers  who  had  a  loan  prior  to  January  6,  1988,  to  obtain  two  debt  write-offs, 
although  they  are  still  subject  to  the  $300,000  total  debt  write-off  lifetime  limit. 
Therefore,  if  a  borrower  had  already  received  a  debt  write-down  for  $300,000,  and 
now  needed  another  one,  the  Agency  could  not  provide  the  same  unless  Congress 
changed  the  law.  The  special  rule.  Section  353(n)(2)  of  the  CONACT,  also  includes 
restructuring,  which  is  defined  in  the  CONACT  to  include  deferrals.  Therefore,  if  a 
borrower  had  a  loan  on  or  before  January  6,  1988,  and  had  received  a  deferral  after 
that  date,  then  that  borrower  could  receive  only  one  debt  write-off  (either  debt 
write-down  or  net  recovery  buyout).  However,  there  is  no  limit  to  the  number  of 
deferrals  a  borrower  can  receive. 

Question  9.  It  is  my  understanding  that  the  prevented  planting  policy  offered  by 
FCIC  is  not  attractive,  and  rarely  used.  There  are  a  number  of  problems  with  it. 
First,  it  is  not  part  of  the  standard  insurance  policy,  and  must  be  purchased  as  a 
separate  rider.  Second,  it  is  very  expensive.  Third,  farmers  must  report  their  esti- 
mated acres  by  April  15  in  my  State,  which  is  earlier  than  required  for  the  standard 
policy.  Fourth,  losses  are  calculated  based  on  the  difference  between  the  value  of 
the  lost  crop  and  the  value  of  any  substituted  crop.  Fifth,  farmers  are  sometimes 
forced  to  try  to  plant,  even  when  it  is  clear  that  there  is  not  enough  moisture  for  a 
crop  to  germinate. 

Are  there  other  problems  that  you  are  aware  of  with  the  prevented  planting 
rider? 

Are  you  considering  including  prevented  planting  coverage  in  the  standard  crop 
insurance  policy? 

Are  you  planning  any  other  changes  which  would  make  this  policy  more  attrac- 
tive? 

The  law  currently  prohibits  farmers  who  did  not  purchase  a  prevented  planting 
rider  from  receiving  crop  insurance  indemnity  payments  unless  they  have  planted  a 
crop.  Do  you  intend  to  ask  Congress  to  waive  this  restriction  for  the  1993  disaster? 

Answer.  The  prevented  planting  insurance  that  was  available  for  the  1993  crop 
year  was  a  separate  policy  that  was  offered  for  wheat,  feed  grains,  upland  cotton, 
and  rice  only.  A  producer  must  have  had  a  crop  insurance  policy  on  the  crop  in 
order  to  purchase  the  prevented  planting  coverage.  The  prevented  planting  coverage 
provided  an  indemnity  of  35  percent  of  the  liability  that  would  have  been  estab- 
lished on  the  qualifying  crop  if  the  intended  acres  had  been  planted. 

The  cost  of  the  prevented  planting  coverage  is  not  as  excessive  as  some  persons 
allege.  For  example,  a  wheat  producer  who  has  a  50  bushel  average  yield  in  one 
county  could  have  purchased  $3,400  of  protection  on  100  acres  (65-percent  coverage 
on  the  wheat  crop  if  planted)  for  a  premium  of  $131  (farmer's  cost). 

The  current  prevented  planting  rider  is  considered  to  be  deficient  by  producers 
because  an  indemnity  is  not  paid  unless  the  producer  is  unavoidably  prevented  from 
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planting  the  acreage  to  the  quahfying  crop  OR  any  other  conserving  or  nonconserv- 
ing  crop.  Thus,  if  the  producer  was  not  able  to  plant  100  intended  acres  of  corn,  an 
indemnity  is  paid  only  if  the  producer  is  not  able  to  plant  100  acres  of  soybeans  or 
virtually  any  other  crop.  Producers  believed  that  something  always  could  be  planted 
for  a  crop  year.  1993  demonstrates  that  this  belief  is  not  always  true.  There  is  no 
pa3Tnent  for  differences  in  the  value  of  the  crop  planted  versus  the  crop  intended  to 
be  planted. 

The  prevented  planting  coverage  offered  in  1993  provides  coverage  if  the  producer 
is  prevented  from  planting  due  to  adverse  weather  conditions.  Excessive  moisture  is 
not  the  only  cause  of  loss.  One  test  of  whether  the  producer  was  unavoidably  pre- 
vented from  planting  would  be  to  consider  the  actions  of  producers  in  the  area. 

The  1993  prevented  planting  coverage  did  not  extend  to  soybeans.  Beginning  in 
1994,  prevented  planting  coverage  has  been  included  as  a  basic  policy  provision  for 
corn,  grain  sorghum,  and  soybeans.  All  regulatory  action  has  been  completed  for 
these  crops.  The  provisions  of  this  coverage  are  being  reviewed  to  assure  that  there 
is  adequate  protection  under  conditions  such  as  occurred  in  1993. 

The  retroactive  coverage  of  losses  which  have  already  occurred  is  not  an  insur- 
ance function.  We  have  determined  that  disaster  assistance  administered  through 
the  Agricultural  Stabilization  and  Conservation  Service  is  the  most  efficient  and 
preferred  method  for  alleviating  disasters  after  they  have  occurred.  Thus,  FCIC  does 
not  intend  to  ask  Congress  to  waive  the  restriction  on  payments  to  farmers  who 
were  not  able  to  plant  in  1993  and  who  did  not  purchase  a  prevented  planting  crop 
insurance  endorsement. 

Question  10.  The  1990  farm  bill  prohibits  producers  from  receiving  disaster  pay- 
ments for  more  than  two  crop  years.  Some  farmers  have  already  experienced  two 
disasters  since  1990. 

Will  you  request  that  Congress  amend  the  statute  to  allow  such  farmers  to  receive 
disaster  payments  in  1993? 

Answer.  Under  the  President's  proposal,  disaster-related  losses  in  1993  would  be 
treated  separately  from  1990,  1991,  and  1992  crop  losses.  Previous  legislation  has 
provided  for  disaster  payments  for  prior  crop  years.  However,  the  President's  pro- 
posal does  not  prohibit  producers  who  have  received  disaster  payments  for  1992  or 
previous  crop  losses  from  receiving  disaster  payments  for  1993  crop  losses. 

Question  11.  Do  you  have  the  authority,  and  if  so,  do  you  intend  to  waive  the  re- 
payment of  advance  deficiency  payments  for  producers  affected  by  this  disaster? 

Answer.  I  currently  do  not  have  the  statutory  authority  to  waive  the  repajnnent 
of  advance  deficiency  payments  for  producers  affected  by  this  disaster.  When  pro- 
ducers are  prevented  from  planting  corn  and  opt  out  of  the  program  to  plant  soy- 
beans, any  advance  deficiency  payments  must  be  repaid.  Affected  producers  will  be 
allowed  to  refund  the  unearned  payments  within  30  days  or  arrangements  can  be 
made  to  repay  in  installments  at  the  lowest  allowable  interest  rates.  This  action 
provides  repayment  under  reasonable  terms. 

Question  12.  Will  any  assistance  be  available  to  livestock  producers  other  than  the 
release  of  CRP  acres  for  haying  and  grazing? 

Answer.  Yes.  Other  types  of  assistance  available  to  livestock  producers,  after 
county-by-county  authorization  are: 

•  emergency  hajdng  and  grazing  of  acreage  designated  as  Acreage  Conservation 
Reserve  (ACR)  and  Conserving  Use  (CU)  for  payment  acreage  under  the  annual 
price  support  and  production  adjustment  programs;  and 

•  CCC  emergency  livestock  feed  programs. 


Questions  from  Senator  Harkin 

Question  1.  Many  farmers  will  say  that  the  last  thing  they  need  in  a  situation  like 
this  is  another  loan.  Still,  I  think  that  a  good  emergency  loan  program  can  be  help- 
ful. 

Most  of  the  complaints  I  hear  about  the  program  center  on  the  amount  of  paper- 
work and  the  difficulty  of  actually  qualifying  for  emergency  loans.  I  also  have  heard 
suggestions  that  the  interest  rate  could  be  lowered  from  the  current  4.5  percent  to 
perhaps  2  percent  or  less. 

Do  you  have  plans  for  streamlining  FmHA  loan  paperwork,  making  the  emergen- 
cy loans  more  available  and  perhaps  lowering  interest  rates? 

Answer.  FmHA  is  currently  reviewing  a  number  of  issues  to  determine  where 
changes  can  be  made  to  streamline  both  the  emergency  loan  application  and  loan 
processing. 
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•  One  of  the  recent  ideas  implemented  by  FmHA  to  assist  in  improving  the  loan 
application  process  is  a  Loan  Application  Handbook.  This  handbook  will  guide  an 
applicant  through  the  application  process  and  it  contains  all  of  the  forms  and  in- 
structions for  completing  an  application. 

•  FmHA  is  also  currently  examining  the  way  in  which  the  percent  of  loss  for 
qualifying  for  a  loan  is  calculated.  If  a  change  is  implemented,  it  may  permit  more 
farmers  to  qualify  for  emergency  loan  assistance.  FmHA  is  aware  of  the  need  to  pro- 
vide timely  processing  of  loan  applications  during  this  time  of  need  and  is  making 
every  effort  to  resolve  and  implement  changes  which  will  help  improve  the  delivery 
of  emergency  loans. 

•  With  regards  to  lowering  the  interest  rates  on  emergency  loans,  we  are  current- 
ly examining  this  issue  and  no  decision  has  been  made  at  this  time. 

Question  2.  As  you  know,  whenever  a  disaster  like  this  occurs  there  is  a  good  deal 
of  attention  given  to  the  Crop  Insurance  Program,  including  the  extent  to  which 
farmers  could  have  covered  the  losses  through  crop  insurance.  Reforming  crop  in- 
surance is  going  to  depend  on  having  good  information,  and  one  question  is  the 
extent  to  which  the  current  losses  could  have  been  insured,  and  at  what  cost. 

Answer.  Currently  in  the  8  Midwestern  States  listed  as  disaster  areas,  FCIC  has 
insurance  policies  that  provide  some  amount  of  coverage  on  54  million  acres  out  of  a 
potential  108  million  acres.  To  best  illustrate  what  the  actual  cost  would  be  to 
insure  the  remaining  insurable  acreage  a  chart  has  been  prepared  that  explains  the 
additional  cost  to  FCIC  to  provide  the  additional  coverage.  This  estimate  is  based 
upon  the  initial  evaluation  of  the  crop  damage  in  the  flood  area.  These  numbers 
may  change. 

MIDWESTERN  FLOOD/PROJECTED  COST  FOR  INSURING  ACREAGE  NOT 
INSURED  AND  PREVENTED  PLANTING 

CURRENT  FCIC  PROGRAM  PROJECTED  COST 

Additional  Premium  x  %  Subsidy  =  Additional  Cost 
$216.4  Million  x  .25  =  $54.1  Million 

Additional  Premium  x  %  Administrative  Reimbursement  =  Additional  Reimburse- 
ment Cost 
$216.4  Million  x  .32  =  $69.2  Million 

Additional  Excess  Losses  —  Additional  Premium  =  Additional  Excess  Loss  Cost 
$489.5  Million  -  $216.4  Million  =  $273.1  Million 

TOTAL  ADDITIONAL  COST  (CURRENT  PROGRAM)  -  $396.4  MILLION 

PREVENTED  PLANTING  DA  TE  PROJECTED  COST 

Prevented  Planting  Premium  X  %  Subsidy  =  Additional  Subsidy  Cost 
$6.8  Million  x  .25  =  $1.7  Million 

Prevented  Planting  Premium   x   %  Administrative  Reimbursement  =  Additional 

Reimbursement  Cost 
$6.8  Million  x  .32  =  $2.2  Million 

Additional  Excess  Losses  —  Additional  Premium  =  Additional  Excess  Loss  Cost 
$170.0  Million  -  $6.8  Million  =  $163.2  Million 

TOTAL  ADDITIONAL  COST  (PREVENTED  PLANTING)  =  $167.1  MILLION 

COMBINED  COST  (CURRENT  PROGRAM  -|-  PREVENTIVE  PLANTING)  = 

$563.5  MILLION 

Estimated  costs  based  on: 

IL,  lA,  SD,  WI — Statistics  for  Corn  and  Soybeans. 

KS,  MO,  NE — Statistics  for  Corn,  Grain,  Sorghum,  Sugar  Beets,  and  Sunflowers. 
MN,  ND — Statistics  for  Corn,  Potatoes,  Soybeans,  Sugar  Beets,  and  Sunflowers. 
43.6  million  additional  acres  insured/3.4  million  unplanted  acres. 

Question  3.  What  information  can  you  provide  about  the  availability  of  crop  insur- 
ance that  would  have  covered  the  losses  that  we  are  now  seeing  in  the  Midwest — 
particularly  losses  from  flooding  and  prevented  planting — and  the  adequacy  and 
cost  of  such  coverage? 

Answer.  Currently  under  the  1994  crop  insurance  program  a  producer  who  choos- 
es to  select  crop  insurance  for  a  select  group  of  crops  (corn,  wheat,  grain  sorghum, 
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and  in  some  States,  wheat)  will  automatically  incorporate  prevented  planting  cover- 
age. 

Question  4.  How  do  you  think  we  can  use  the  experience  of  this  Midwest  disaster 
to  strengthen  and  improve  the  Crop  Insurance  Program  so  that  it  can  lessen  or  ob- 
viate the  need  for  ad  hoc  disaster  bills?  Is  it  possible  to  do  that? 

Answer.  On  Friday,  July  23,  1993,  Secretary  Mike  Espy  sponsored  a  crop  insur- 
ance roundtable  held  in  Washington,  DC.  Attending  the  conference  were  representa- 
tives from  the  insurance  industry,  farm  bureau.  State  agriculture  commissioners, 
and  members  and  staff  of  both  the  United  States  House  of  Representatives  and  the 
U.S.  Senate.  The  purpose  of  this  meeting  was  to  discuss  ways  to  improve  the  current 
Crop  Insurance  Program.  At  the  close  of  the  meeting  the  Secretary  concluded  that 
in  order  to  better  serve  the  producers'  needs,  the  Crop  Insurance  Program  needed  to 
increase  producer  participation  in  the  program,  incorporate  preventative  planting 
program  for  crops  in  the  program,  and  work  with  the  Congress  to  eventually  elimi- 
nate ad  hoc  disaster  relief.  Since  the  roundtable,  the  Secretary  has  developed  a  pro- 
posal to  reform  crop  insurance  and  information  on  the  proposal  is  being  provided  to 
the  U.S.  Congress,  producer  groups,  and  the  crop  insurance  industry. 

Question  5.  Can  you  describe  what  the  Department  is  doing  to  meet  the  needs  of 
rural  communities  for  rebuilding  water  and  sewer  facilities  and  other  community 
facilities  and  for  helping  rural  businesses?  What  kind  of  help  can  these  small  com- 
munities obtain? 

Is  the  current  Rural  Development  Administration  structure  up  to  the  task  of  de- 
livering this  assistance  quickly? 

Answer.  The  Rural  Development  Administration  (RDA)  has  established  a  disaster 
team  at  the  national,  regional,  and  State  levels  to  actively  monitor  the  situation  and 
to  provide  assistance  to  rural  communities  and  businesses.  A  combination  of  RDA 
and  detailed/designated  FmHA  personnel  are  available  to  provide  information  and 
financial  assistance  to  rural  communities  and  businesses. 

RDA  administers  the  following  programs  that  can  provide  financial  or  technical 
assistance  to  rural  communities  and  businesses: 

•  Regular  and  Disaster  Water  and  Waste  Disposal  Loans  and  Grants — These 
funds  can  be  used  to  develop,  replace,  or  repair  water  and  waste  disposal  systems 
(including  solid  waste  disposal  and  storm  drainage)  in  rural  areas  and  towns  with  a 
population  not  in  excess  of  10,000.  The  funds  are  available  to  public  entities  such  as 
municipalities,  counties,  special-purpose  districts,  Indian  tribes,  and  corporations 
not  operated  for  profit.  Grant  funds  are  used  to  reduce  water  and  waste  disposal 
costs  to  a  reasonable  level  for  rural  users.  Grants  cannot  exceed  75  percent  of  eligi- 
ble project  costs.  RDA  also  guarantees  Water  and  Waste  Disposal  Loans  made  by 
banks  and  other  eligible  lenders. 

•  Water  and  Waste  Disposal  Technical  Assistance — RDA  technical  assistance  pro- 
viders are  at  work  in  the  region.  There  is  at  least  one  rural  water  circuit  rider  and 
one  wastewater  technician  in  each  State.  The  assistance  is  available  to  rural  water 
and  sewer  systems  to  help  them  with  day-to-day  operational,  financial,  and  manage- 
ment problems.  They  will  be  concentrating  on  helping  systems  maintain  services. 

•  Regular  and  Disaster  Emergency  Community  Water  Assistance  Grants — RDA 
has  two  Emergency  Community  Water  Assistance  Grant  Programs:  one  has  a  popu- 
lation limit  not  in  excess  of  5,000,  and  the  other  a  population  limit  not  in  excess  of 
15,000.  The  grants  can  be  made  in  rural  areas  and  cities  and  towns  not  in  excess  of 
the  above  population  limits.  The  income  of  the  area  to  be  served  must  not  exceed 
100  percent  of  a  State's  nonmetropolitan  median  household  income.  Grants  may  be 
made  for  100  percent  of  project  costs.  The  maximum  grant  is  $500,000,  when  the 
significant  decline  in  quantity  or  quality  of  water  occurred  with  2  years,  or  $75,000 
to  make  emergency  repairs  and  replacement  of  facilities  on  existing  systems. 

•  Community  Facilities  Loans — Loans  can  be  made  to  public  bodies,  nonprofit  cor- 
porations, and  Indian  tribes  for  the  development  of  essential  community  facilities 
for  public  use  in  rural  areas  and  towns  with  a  population  of  20,000  or  less.  This  type 
of  loan  may  be  made  to  an  eligible  public  body  or  nonprofit  corporation  which  (a) 
can  demonstrate  that  it  is  unable  to  finance  the  proposed  project  from  its  own  re- 
sources or  from  commercial  credit  at  reasonable  rates  and  terms,  (b)  has  authority 
to  develop,  own,  and  operate  the  proposed  facility,  and  (c)  can  legally  borrow  money 
and  m£ike  payments  on  debts  obligated.  Grant  funds  are  not  available  under  this 
program. 

•  Rural  Business  Enterprise  Grants — Assist  public  bodies  and  nonprofit  corpora- 
tions to  finance  and  facilitate  development  of  small  and  emerging  private  business 
enterprises  located  in  areas  outside  the  boundary  of  a  city  of  50,000  or  more  and  its 
immediately  adjacent  urbanized  area. 
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•  Business  and  Industry  Loans — Provides  guarantees  on  loans  obtained  through 
private  lenders  for  business  and  industry  located  outside  the  boundary  of  a  city  of 
50,000  population  or  more  and  its  immediately  adjacent  urbanized  area.  These  loans 
are  made  for  the  purpose  of  developing  and  financing  business  and  industry,  in- 
creasing employment,  and  controlling  or  abating  pollution. 

•  Intermediary  Relending  Program — Available  to  intermediaries  to  provide  funds 
to  ultimate  recipients  for  the  financing  of  business  facilities  and  community  devel- 
opment projects  in  rural  communities  of  up  to  25,000  in  population. 

•  Dire  Emergency  Supplemental  Funds  are  available  from  the  Business  and  In- 
dustry Program  and  the  Intermediary  Relending  Program  through  September  30, 
1993.  In  order  for  an  area  to  be  eligible  for  these  disaster  funds,  there  must  be  a 
Presidential  Declaration  declaring  the  area  a  disaster.  Eligible  businesses  located  in 
an  area  with  a  disaster  designation  and  intermediaries  with  service  areas  in  the  de- 
clared disaster  area  may  apply  for  assistance  through  the  disaster  program.  There 
are  no  population  limits  for  the  B&I  Disaster  Program,  however;  the  IRP  Disaster 
Program  is  limited  to  rural  communities  of  up  to  25,000  population. 

We  believe  the  RDA's  current  structure  is  up  to  the  task  of  delivering  assistance 
quickly  to  rural  communities  and  businesses.  Since  RDA  does  not  have  its  field 
structure  in  place,  FmHA  continues  to  administer  the  programs  at  the  State  and 
local  level. 

Question  6.  I  have  heard  complaints  about  the  accuracy  of  USDA  crop  production 
estimates.  These  complaints  reflect  concerns  that  the  USDA  estimates  are  too  high 
in  light  of  the  weather  and  crop  conditions,  and  that  the  estimates  are  having  a 
bearish  effect  on  farm  commodity  prices. 

Answer.  The  Department's  early-season  estimates  can  vary  considerably  from 
final  crop  size.  For  example,  over  the  past  12  years,  there  has  been  an  average  dif- 
ference of  6  percent  between  the  July  forecasts  of  soybean  production  and  the  final 
harvest.  But  the  difference  can  be  much  greater.  This  year  may  prove  to  be  a  good 
example  because  rains  and  flooding  have  continued  in  the  western  Corn  Belt  since 
the  Department's  July  12  estimates  of  soybean  and  corn  production.  Also,  early- 
season  estimates  are  not  based  on  field  surveys  but  largely  reflect  planting  inten- 
tions and  trend  yields.  This  is  the  reason  that  we  carefully  point  out  to  users  of  our 
estimates  that  weather  developments  often  have  a  very  important  influence  on  final 
crop  size. 

The  Department  begins  its  normal  producer  survey  activity  in  late  July.  The  re- 
sults of  these  producer  surveys  will  be  the  main  input  for  our  production  forecasts 
to  be  released  on  August  11. 

These  producer  surveys  continue  on  a  monthly  basis  throughout  the  growing 
season.  The  Department  updates  crop  estimates  monthly  based  on  these  surveys.  Be- 
tween reports,  weather  and  crop  developments  are  reflected  in  both  the  cash  and 
futures  markets.  Market  participants  trade  on  expectation  based  on  many  sources  of 
information.  It  does  not  appear  that  USDA  reports  have  weakened  traders'  price  ex- 
pectations this  summer.  Expectations  of  reduced  crop  harvests  have  led  to  sharp 
price  increases  for  grain  and  soybeans. 

Question  7.  Are  you  satisfied  with  the  accuracy,  timeliness  and  responsiveness  of 
USDA's  crop  production  estimates  and  the  system  for  compiling  these  estimates? 

Answer.  We  are  not  satisfied  with  estimates  that  are  less  than  completely  accu- 
rate and  certainly  our  forecasts  are  not  perfect.  One  way  to  improve  the  accuracy 
and  timeliness  results  would  be  to  increase  the  number  of  surveys  and  survey  con- 
tacts which,  of  course,  would  increase  costs.  However,  we  must  recognize  that  fore- 
casting any  crop  before  it  is  harvested  will  always  be  a  problem  because  weather 
plays  such  a  large  role  in  the  final  outcome.  While  increasing  the  sample  size  will 
improve  the  forecast,  unusual  weather  events  later  in  the  growing  season  may 
change  final  outcome  considerably. 

The  "accuracy"  of  USDA  forecasts  improves  significantly  as  the  growing  season 
progresses  because  our  information  base  with  respect  to  crop  progress  improves  sub- 
stantially with  time.  Also,  there  is  less  time  remaining  for  the  crop  to  be  exposed  to 
unforeseen  events.  For  example,  the  accuracy  of  USDA's  U.S.  corn  production  esti- 
mate improves  from  an  average  difference  from  the  final  estimate  of  5  percent  in 
August  to  less  than  2  percent  in  October. 

Our  system  for  compiling  crop  information  seems  to  work  well  and  we  believe  our 
crop  assessments  are  timely  and  responsive  to  user  needs.  The  Department's  month- 
ly cycle  for  releasing  new  quantitative  forecasts  is  supplemented  with  the  weekly 
qualitative  assessments.  Because  of  this  continuous  information  flow,  USDA  quanti- 
tative assessments  are  often  anticipated  by  the  market  and  already  factored  into 
commodity  prices  at  the  time  of  release.  USDA  conducts  a  series  of  data  users  meet- 
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ings  throughout  the  year  to  solicit  ideas  for  improvement.  We  will  continue  that 
process  to  improve  our  responsiveness. 

Question  8.  Do  you  have  plans  for  improving  the  crop  production  reporting  and 
estimating  system? 

Answer.  USDA  continually  strives  to  improve  its  crop  production  reporting  and 
estimating  system.  Activities  underway  range  from  increased  use  of  meteorological 
data  and  remotely  sensed  imagery  to  implementing  improved  sampling  and  statisti- 
cal analysis  techniques.  Through  publicly  held  data  user  meetings,  USDA  solicits 
outside  ideas  for  improvement,  as  well. 


Questions  from  Senator  Feingold 

Question  1.  I'm  told  the  Emergency  Feed  Program  and  the  Emergency  Feed  As- 
sistance Program  could  provide  some  additional  assistance  to  livestock  producers 
who  have  suffered  feed-crop  losses.  One  Wisconsin  county,  Outagamie,  has  already 
been  approved  for  these  programs.  I'm  sure  that  it  will  be  helpful  to  them. 

However,  I'm  concerned  that  the  feed  assistance  through  this  program  may  come 
too  late.  I'm  told  that  the  triggering  mechanism  of  this  program  which  requires  con- 
sideration of  the  entire  year's  feed  crop  5deld  prevents  the  assistance  getting  to  the 
farmer  when  it  is  truly  needed.  For  example,  take  the  case  of  a  farmer  with  an  al- 
falfa hay  shortage.  I'm  told  that  such  a  farmer  would  be  unable  to  receive  assist- 
ance early  in  the  year  because  his  or  her  crop  of  feed  corn  was  not  yet  harvested. 
Therefore  the  determination  of  a  "true"  feed  shortage  could  not  be  made.  The 
farmer  could  not  receive  assistance  then,  until  late  in  the  crop  year. 

Is  it  true  that  the  method  of  determining  a  feed  shortage  prevents  implementa- 
tion of  the  program  early  in  the  year  no  matter  how  serious  the  forage  shortage? 

Answer.  The  county  ASC  committee  may  request  implementation  of  emergency 
livestock  feed  programs  (LFP)  whenever  they  feel  there  is  a  need  for  the  program  in 
the  county.  The  percent  of  loss  may  be  based  on  projected  losses  assuming  current 
conditions  through  the  crop  year.  All  livestock  feed  crops  planted  in  the  county  or 
part  of  a  county  are  included  to  determine  implementation  of  the  program  in  the 
county.  Eligibility  requirements  provide  that  the  projected  loss  be  at  least  40  per- 
cent of  normal  production.  Individual  producers  may  use  estimated  production  of 
crops  not  harvested  on  their  application  to  determine  preliminary  benefits.  When 
actual  production  is  known,  the  benefits  are  revised. 

Question  2.  Is  there  any  way  to  avoid  that  assistance  delay  this  year? 

Answer.  Current  program  requirements  already  provide  the  mechanism  for  avoid- 
ing delay  in  implementing  emergency  livestock  feed  programs  and  providing  bene- 
fits to  eligible  producers. 

Question  3.  Does  the  Secretary  have  the  authority  to  make  early  payments  under 
this  program  or  would  the  Congress  need  to  provide  that  authority? 

Answer.  Current  CCC  program  provisions  allow  county  ASCS  offices  to  make  pay- 
ments to  eligible  producers  based  on  preliminary  estimates  of  loss. 

Question  4-  Will  the  ASCS  be  willing  to  streamline  current  reporting  and  docu- 
mentation procedures  in  order  to  make  early  payments  available  to  dairy  farmers 
who  are  short  of  alfalfa  hay? 

Answer.  We  believe  this  question  relates  to  the  emergency  livestock  feed  pro- 
grams. These  program  requirements  are  constantly  under  review  and  any  sugges- 
tions are  thoroughly  examined  and  considered. 

Question  5.  Since  it  appears  that  the  criteria  for  countywide  release  of  CRP  acres 
and  county  eligibility  for  these  emergency  feed  programs  are  the  same,  could  the 
Secretary  make  all  counties  that  have  had  CRP  acres  released  automatically  eligible 
for  these  feed  assistance  programs?  Doing  so  would  save  substantial  ASCS  staff  time 
and  resources  and  would  expedite  assistance  to  farmers. 

Answer.  We  allowed  CRP  acres  to  be  hayed  or  foraged  due  to  the  shortage  of 
forage  material.  The  CRP  participant  must  repay  50  percent  of  the  CRP  rental  if 
they  choose  to  hay  or  graze  the  acreage.  Feed  assistance  programs  are  intended  to 
provide  emergency  feed  assistance  due  to  the  loss  of  normal  production,  either  crop 
or  forage.  Automatic  implementation  of  these  programs  could  void  the  integrity  of 
the  emergency  livestock  feed  programs  because  counties  could  be  approved  without 
substantiating  actual  crop  production  losses. 

Question  6.  I  know  that  the  Department  has  approved  23  counties  in  Wisconsin 
for  FmHA  loans.  There  is  some  discussion  of  the  loan  restructuring  provisions  with 
mention  of  the  $300,000  cap.  This  debt  restructuring  option  is  available  when  it  is 
the  least  costly  alternative  to  the  Federal  Government. 


60 

How  will  FmHA  borrowers  who  have  already  received  a  write-down  that  is  near 
the  $300,000  level  be  treated?  Is  it  possible  within  existing  authorities  that  the  cap 
be  waived  for  those  farmers  who  now  suffering  from  the  disaster  and  who  may  need 
additional  write^iowns  or  write-offs?  My  concern  is  that  the  $300,000  cap  may  not 
be  sufficient  to  meet  the  cash  flow  needs  of  rural  communities  devastated  by  this 
disaster. 

Answer.  There  is  no  authority  given  to  the  Secretary  to  waive  the  $300,000  limit 
on  debt  write-offs.  This  limit  is  specifically  stated  in  Section  353(p)  of  the  CONACT. 
Only  Congress  can  change  this.  Borrowers  who  become  delinquent  on  their  loans 
and  have  already  reached  the  limits  of  debt  write-offs,  but  need  to  have  a  write- 
down to  make  their  operations  cash  flow,  will  not  be  eligible  for  another  write-down. 
The  only  options  available  to  them  will  be  debt  settlement,  by  which  they  can  satis- 
fy their  loans  at  the  market  value  of  the  security,  or  voluntary  conveyance.  Of 
course,  if  the  Government  did  acquire  the  property,  then  the  borrower  could  apply 
for  leaseback/buyback  and/or  homestead  protection,  whereby  the  borrower  could  re- 
acquire the  property. 

Question  7.  Earlier  I  asked  you  about  USDA  changing  the  criteria  for  release  of 
set-aside  acres  in  unaffected  counties  in  order  to  help  alleviate  the  feed  shortage  in 
the  areas  devastated  by  this  disaster.  Mr.  Weber  indicated  that  the  Department  was 
seriously  looking  into  this  matter. 

My  concern,  of  course,  is  the  timing.  The  forage  on  that  land  would  provide  some 
immediate  relief  to  Wisconsin  dairy  farmers  when  it  is  released.  However,  I  am  con- 
cerned that  the  administrative  procedures  will  tie  up  the  relief  that  is  badly  needed. 

Since  the  current  ASCS  requirements  for  set-aside  release  would  not  be  met  by 
the  remaining  32  counties  in  Wisconsin,  none  of  those  counties  have  applied  for  re- 
lease. What  would  be  most  helpful  would  be  to  have  the  Department  release  those 
counties  en  bloc.  Is  that  possible  under  existing  law  and  would  the  Department  be 
willing  to  do  that  in  order  to  expedite  the  process? 

Answer.  State  ASC  committees  in  nine  flooded  States  have  been  given  authority 
to  request  the  emergency  haying  and  grazing  of  acreage  designated  as  ACR  and  CU 
for  payment  acreage  "en  bloc"  for  counties  in  their  States  that  have  not  yet  request- 
ed or  not  previously  been  approved  for  hajdng  and  grazing.  Authority  may  be  re- 
quested for  all,  or  specific,  counties  in  the  State.  These  States  are:  Illinois,  Iowa, 
Michigan,  Minnesota,  Missouri,  Nebraska,  North  Dakota,  South  Dakota,  and  Wis- 
consin. 

Requests  for  haying  and  grazing  of  CRP  acreage  and  implementation  of  emergen- 
cy livestock  feed  programs  will  continue  to  be  required  on  a  county-by-county  basis. 

Question  8.  Under  the  0/92  program,  it  is  my  understanding  that  farmers  who 
participate  in  the  program  will  get  half  of  their  payment  this  year,  but  won't  re- 
ceive the  second  half  until  the  spring  of  1994.  Is  there  any  way  to  make  the  second 
half  of  the  payment  during  1993  in  order  to  improve  the  cash  flow  situation  of  some 
of  the  farmers  who  have  been  devastated  by  the  flooding  in  the  Midwest? 

Answer.  The  current  regulations  at  7  C.F.R.  1413.109  specify  that  deficiency  pay- 
ments made  to  corn  and  grain  sorghum  producers  complying  with  the  1993  pro- 
grams will  be  made  in  March  1994  and  October  1994.  CCC  does  not  believe  that  the 
timing  for  making  deficiency  payments  for  0/92  participants  should  be  changed  be- 
cause such  an  action  (1)  would  treat  0/92  participants  differently  from  other  produc- 
ers not  utilizing  the  0/92  provisions;  (2)  would  be  inconsistent  with  the  treatment  of 
0/92  payments  in  the  prior  years  with  natural  disasters;  (3)  may  set  a  precedent  to 
move  all  0/92  payments  forward;  and  (4)  would  shift  costs  from  fiscal  year  1994  into 
1993. 


Questions  from  Senator  Grassley 

Question  1.  Barge  traffic  has  come  to  a  standstill  and  rail  traffic  has  been  inter- 
rupted. Thus,  the  two  main  ways  of  moving  grain  to  market  have  been,  for  the  most 
part,  shut  down.  What  can  be  done  to  keep  the  grain  moving  to  markets  during 
these  conditions? 

Answer.  While  the  upper  Mississippi  River  is  closed,  some  grain  is  being  diverted 
to  barge  movement  out  of  the  mid-Mississippi  River  or  the  Ohio  River.  Certain  rail 
lines  have  been  washed  out,  but  alternative  routing  over  unaffected  trackage  or  via 
other  operational  railroads  is  handling  most  of  the  traffic.  Most  grain  companies 
keep  a  certain  number  of  speculative  barge  loads  in  the  lower  river,  and  they  are 
drawing  from  that  supply  at  present.  Grain  shippers  have  reported  that  traffic  has 
not  stopped,  but  considerable  delays  are  being  experienced. 
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In  1990,  45  percent  of  U.S.  grain  was  transported  by  rail,  34  percent  by  truck,  and 
21  percent  by  barge.  Water  transportation  is  important  for  the  delivery  of  grain, 
especially  corn  and  soybeans  to  export  locations.  Barges  handle  approximately  50 
percent  of  U.S.  grains  destined  for  export.  At  present,  export  demand  for  grain  is 
off,  in  fact,  according  to  the  latest  data  available,  weekly  grain  inspections  for 
export,  which  are  reportedly  unaffected  by  the  flood,  are  the  lowest  for  the  entire 
year. 

In  regards  to  motivation,  the  critical  point  of  the  Mississippi  River  is  the  flooding 
of  the  St.  Louis  area  where  the  Illinois  River,  as  well  as  the  Missouri  River,  enter 
the  Mississippi  River.  When  the  St.  Louis  area  is  cleared  for  navigation,  grain  can 
then  be  moved  off  the  Illinois  River  and  down  the  Mississippi  for  eventual  export  at 
the  Gulf  of  Mexico.  It  will  be  some  time  before  the  Upper  Mississippi  River  returns 
to  normal;  however,  barge  services  should  be  available  for  shipment  of  this  year's 
harvest  of  corn  and  soybeans. 

In  conclusion,  there  are  a  few  options  available  to  move  grains  from  the  flooded 
areas.  Grain  is  being  drawn  from  stored  supplies;  it  is  being  diverted  to  the  Ohio 
River  and  the  Lower  Mississippi  River  for  barge  movement  in  open  waters;  and 
some  is  being  diverted  from  barge  to  rail.  Railroads  are  using  circuitous  routing  to 
avoid  the  flooded  areas,  and  in  some  cases,  grain  is  being  trucked  longer  distances 
to  unaffected  carriers.  It  is  probable  that  many  shippers  are  waiting  it  out,  planning 
to  use  the  Illinois  River  as  soon  as  the  St.  Louis  area  is  navigable. 

Question  2.  The  additional  program  changes  announced  this  week  are  welcome 
news,  particularly  the  loan  extension  provisions.  However,  I  have  received  quite  a 
few  phone  calls  regarding  the  lease-back  terms  of  CRP  ground.  By  reducing  the  CRP 
payment  by  50  percent,  and  by  not  making  a  distinction  between  grass  and  alfalfa, 
few  believe  that  this  option  is  economically  viable.  Thus,  in  Iowa,  where  winter  kill 
finished  off  most  of  the  alfalfa,  and  rains  prevented  much  of  the  usual  haying,  we 
are  desperately  low  in  forage  material,  and  I  fear  herd  liquidations.  Your  views? 

Answer.  High  quality  and  value  for  forage  is  received  when  it  is  cut  early  and 
often.  Since  emergency  haying  and  grazing  of  CRP  acreage  was  announced  after  the 
prime  time  for  haying,  we  believe  the  required  50-percent  reduction  in  payments 
provides  a  simple  and  straightforward  approach  that  producers  can  compute  the 
economic  advantages  and  disadvantages  in  making  their  decision  whether  to  hay  or 
graze  CRP  acreage. 

Generally,  the  mixtures  of  grasses  developed  and  required  for  participation  in  the 
CRP  include  species  necessary  to  better  stabilize  highly  erodible  lands  and  provide 
benefits  for  differing  species  of  wildlife.  In  instances  where  alfalfa  may  have  been 
included  as  a  part  of  the  approved  cover,  it  is  unlikely  a  solid  or  pure  stand  of  alfal- 
fa exists.  In  fact,  most  Extension  Service  personnel  would  advocate  that  the  lifespan 
of  alfalfa  is  less  than  the  lifespan  of  most  seeding  mixtures  required  to  provide  con- 
trol of  erosion  under  10-year  CRP  contracts.  Consequently,  we  are  reluctant  to  cost- 
share  assistance  for  pure  alfalfa  establishment  when  its  life  expectancy  may  be  less 
than  required  by  contract  conditions.  For  these  reasons,  we  believe  that  a  distinc- 
tion between  grass  and  alfalfa  on  CRP  acres  is  not  necessary. 

Question  3.  There  are  a  lot  of  farmers  out  here  who  hear  the  term,  "50  cents  on 
the  dollar"  and  expect,  quite  reasonably,  that  for  every  dollar  of  loss  they  will  get  a 
50-cent  payout. 

But  in  reality,  won't  they  really  receive  far  less — somewhere  around  20  to  24 
cents  on  the  dollar?  Aren't  we  inflating  the  expectations  of  farmers? 

Answer.  The  term,  "50  cents  on  the  dollar,"  refers  to  the  fact  that  disaster  pay- 
ments are  paid  at  an  amount  equal  to  50.04  percentage  of  the  eligible  claim,  because 
eligible  claims  exceeded  appropriated  funding,  producers  were  paid  for  crop  losses  in 
1990,  1991,  and  1992.  However,  as  you  suggest,  the  eligible  claim  may  be  a  small 
portion  of  the  loss.  For  example,  under  current  disaster  program  provisions,  an  un- 
insured producer  would  be  reimbursed  at  65  percent  of  average  market  price  for  the 
shortfall  in  yield  below  60  percent  of  normal.  For  a  producer  with  a  total  loss,  if  the 
program  were  fully  funded,  the  claim  for  compensation  would  equal  about  40  per- 
cent of  the  loss.  Thus,  for  an  uninsured  producer  with  a  total  loss,  factored  at  50.04 
percent,  the  disaster  payment  would  equal  about  20  percent  of  the  loss. 

The  impact  of  the  disaster  on  the  producer's  net  income,  with  and  without  disas- 
ter assistance,  will  depend  on  a  wide  variety  of  factors.  For  example,  producers  with 
crop  insurance  have  a  higher  yield  threshold  for  disaster  payments  and  receive  both 
the  disaster  payment  and  the  crop  insurance  indemnity.  The  combination  of  re- 
tained deficiency  payments,  disaster  payments,  and  crop  insurance  indemnities  will 
allow  many  producers  who  took  maximum  advantage  of  available  programs  to 
maintain  a  high  percentage  of  expected  net  returns. 
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Question  4-  Yesterday  I  received  a  call  from  a  county  chairman  of  the  ASC  com- 
mittee of  Fremont  County  in  the  southwest  corner  of  the  State.  He  said  they  did  a 
damage  assessment  and  estimated  that  because  of  the  rains  and  floods,  there  would 
be  a  total  loss  of  $31  million  from  all  farms  in  the  county.  But  using  the  calculations 
from  past  disaster  bills,  he  said  Fremont  County  farmers  could  expect  only  $1  mil- 
lion in  disaster  aid.  Think  about  that:  $31  million  in  losses,  one  million  payout. 

One  of  the  problems,  as  I  understand  it,  is  that  farms  with  the  same  tenant  or  the 
same  owner  have  the  same  farm  number — and  disaster  payments  are  made  on  the 
basis  of  such  numbers.  Thus,  in  effect,  all  farms  owned  or  leased  by  the  same 
farmer  are  netted  together  for  disaster  payments.  For  instance,  a  farmer  could  have 
100  acres  of  bottom  land  which  is  absolutely  wiped  out;  and  100  acres  on  high 
ground  which  is  picture  perfect.  But  when  the  two  farms  are  netted  together,  he 
may  show  no  loss.  Thus,  in  effect  the  farmer  will  get  nothing  for  the  bottom  land 
which  was  wiped  out. 

For  disaster  purposes,  shouldn't  farms  be  broken  up  into  physical  units  instead  of 
classified  arbitrarily  by  farm  numbers?  Couldn't  USDA  implement  rules  similar  to 
Federal  Crop  Insurance  Program,  wherein  only  farms  in  the  same  section  are  netted 
together,  and  farms  in  different  sections  are  treated  separately  for  purposes  of  in- 
surance? 

What  are  your  views,  Secretary  Espy,  and  can  these  reforms  be  implemented  ad- 
ministratively? 

Answer.  You  are  correct  that  farms  with  the  same  tenant  or  the  same  owner  are 
treated  as  a  single  farm  and  that  disaster  payments  are  made  on  the  basis  of  such 
farm  numbers.  The  Food,  Agricultural,  Conservation,  and  Trade  Act  of  1990,  as 
amended,  clearly  specifies  that  disaster  assistance  is  to  be  administered  on  the  basis 
of  a  farm.  All  CCC  commodity  programs  are  administered  on  the  basis  of  a  farm. 
Amending  the  law  to  allow  CCC  disaster  programs  to  be  administered  on  the  basis 
of  individual  fields  or  portions  of  a  farm  would  likely  increeise  the  costs  of  the  pro- 
gram by  about  30  percent. 

Under  FCIC  program  requirements,  farms  with  designated  separate  units  with 
separate  records  for  each  unit  are  treated  separately  for  purposes  of  insurance. 
However,  this  is  an  option  euid  an  increased  premium  is  required  if  the  farmer  se- 
lects this  option. 


Question  from  Senator  Dole 

Question  1.  Will  the  money  the  President  has  made  available  go  toward  individual 
qualified  disasters  if  the  farmer  is  outside  a  Presidentially  declared  area? 

Answer.  All  producers  who  suffered  1993  crop  losses  resulting  from  excessive  rain- 
fall, hail,  and  floods  associated  with  the  Midwest  floods  of  1993,  other  1993  natural 
disasters  occurring  prior  to  August  1,  1993,  would  be  covered  under  the  President's 
proposal.  After  August  1,  only  producers  in  an  area  declared  a  disaster  area  by  the 
President  would  be  eligible  for  assistance. 


Questions  from  Senator  Baucus 

Question  1.  The  President's  proposal  states  that  if  the  $1  billion  provided  for  1993 
agriculture  disaster  payments  is  inadequate  to  provide  funding  at  a  level  equal  to 
that  provided  for  Hurricane  Andrew  victims,  that  the  President  could  authorize  the 
use  of  Commodity  Credit  Corporation  funds  to  make  up  the  difference.  When  cou- 
pled with  the  significant  reductions  in  the  agriculture  budget  over  the  next  5  years, 
would  such  an  authorization  cause  any  shortfall  in  funding  for  other  vital  agricul- 
tural programs?  If  yes,  how  would  these  cuts  be  apportioned? 

Answer.  CCC  has  sufficient  funds  to  conduct  its  normal  programs  as  well  as  to 
provide  disaster  assistance  to  producers  in  accordance  with  Public  Laws  102-229  and 
102-368. 

Question  2.  There  are  significant  efforts  underway  to  create  meaningful  reform  in 
the  Federal  Crop  Insurance  Program.  These  revisions  are  designed  to  make  the  pro- 
gram actuarily  sound.  Will  a  large  disaster  program  at  this  time  impede  efforts  to 
reform  the  Crop  Insurance  Program?  Can  you  provide  assurances  that  a  continuing 
cycle  of  disaster  programs  will  not  prevent  reorganization  of  the  Federal  Crop  Insur- 
ance Program? 

Answer.  We  are  proceeding  to  implement  improvements  in  the  actuarial  sound- 
ness of  the  Crop  Insurance  Program  and  develop  legislation  for  a  major  reform  of 
the  program.  I  can  assure  you  that  our  legislative  proposal  will  make  the  program 
more  attractive  to  producers  so  that  program  participation  will  increase  significant- 
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ly  and  that  it  will  cost  the  American  taxpayer  no  more  than  the  historical  cost  of 
the  combination  of  ad  hoc  disaster  payment  assistance  and  the  program  we  now 
have  for  crop  insurance. 

We  do  not  think  that  this  year's  disaster  payment  program  will  impede  our  ef- 
forts to  reform  the  Crop  Insurance  Program.  We  think  that  there  is  a  consensus 
that  crop  insurance  is  the  preferred  method  for  providing  disaster  assistance  to 
farmers.  Crop  insurance  reform  will  ensure  that  farmers  will  have  a  better  under- 
standing of  what  kind  and  amount  of  assistance  will  be  available  from  the  Federal 
Government  when  disasters  occur  rather  than  waiting  for  ad  hoc  relief  to  be  en- 
acted. 

Question  3.  There  is  significant  weed  infestation  on  Conservation  Reserve  Pro- 
gram (CRP)  lands  in  many  areas.  The  President's  proposal  would  allow  haying  and 
grazing  on  CRP  lands  in  a  declared  disaster  area.  While  there  are  provisions  de- 
signed to  eliminate  the  presence  of  noxious  weeds  on  CRP  land,  in  some  cases,  such 
provisions  have  not  been  entirely  successful.  Is  there  a  mechanism  in  place  to  pre- 
vent the  spread  of  weeds  which  may  be  harvested  in  this  haying  process?  Can  this 
process  be  guaranteed  to  prevent  the  spread  of  noxious  weeds? 

Answer.  There  is  no  mechanism  which  can  guarantee  the  prevention  of  noxious 
weeds  on  CRP  land.  However,  the  conservation  plan  of  operations  should  provide 
adequate  protection  against  weeds.  CRP  participants  are  required  to  comply  with 
State  noxious  weed  laws  £is  determined  by  the  State  noxious  weed  commission  or  its 
representative.  Neither  the  State  nor  county  Agricultural  Stabilization  and  Conser- 
vation committees  have  the  authority  to  make  noxious  weed  determinations  for  the 
States.  However,  county  committees  can  assess  appropriate  payment  reductions 
after  determining  a  contract  violation  has  occurred. 

Depending  on  the  type  of  weed,  growth  can  be  significantly  limited  if  it  is  cut 
before  seeds  develop. 
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THE  PRESIDENT'S  PROPOSAL 


The  President  has  proposed  emergency  Fiscal  Year  1993  supplemental  appropriations  to 
provide  for  the  most  urgent  needs  arising  from  the  consequences  of  the  recent  heavy  rains  and 
flooding  along  the  Mississippi  River.   The  President  has  asked  the  Congress  to  handle  this 
legislation  as  quickly  as  possible.    The  proposal  includes  additional  funding  for  the 
Depanment  of  Agriculture,  the  Corps  of  Engineers,  the  Federal  Emergency  Management 
Agency,  the  Department  of  Transportation,  the  Small  Business  Administration,  the 
Depanment  of  Housing  and  Urban  Development,  the  Depanment  of  Commerce,  and  the 
Depanment  of  Health  and  Human  Services.    With  respect  to  USDA,  the  President's  proposal 
has  two  components: 

FARM  DISASTER  PAYMENTS 

TTiis  request  would  provide  additional  funds  to  make  disaster  payments  to  farmers  with 
1993  crop  losses  resulting  from  flooding  in  the  Midwest  and  other  natural  disasters. 

•  The  request  will  ensure  that  all  eligible  1993  disaster  claims  will  be  prorated  by  the 
previously  employed  factor  of  50.04  percent  so  that  the  Secretary  of  Agriculture  can 
immediately  assi.st  farmers  with  losses  on  1993  crops.   This  is  the  same  level  of 
assistance  provided  to  victims  of  other  recent  disasters  such  as  Hurricane  Andrew. 

•  Assistance  to  producers  with  losses  due  to  the  flooding  in  the  Midwest  or  other  natural 
disasters  occurring  before  August  1  would  be  immediately  eligible  for  assistance. 
Producers  with  losses  on  the  1993  crop  due  to  a  1993  natural  disaster  declared  by  the 
President  after  Augu.st  1  would  also  be  eligible  for  assistance. 

•  Under  the  proposal,  a  total  of  $700  million  would  be  immediately  available  to  make 
disaster  payments  to  farmers.  This  includes  $100  million  remaining  from  previous 
disaster  payment  appropriations  which  was  recently  released  by  the  President  for  use 
in  meeting  1 993  crop  losses,  and  a  request  for  additional  appropriations  of  $600 
million. 

The  proposal  funher  requests  an  additional  $300  nnillion  in  contingency  funding  which 
would  be  made  available  by  the  President  if  necessary. 

•  Finally,  if  the  full  $1  billion  provided  by  these  requests  prove  to  be  inadequate  to 
make  USDA  disaster  payments  at  the  same  level  used  to  assist  producers  affected  by 
Hurricane  Andrew,  the  President  would  have  authority  to  authorize  the  use  of  funds  of 
the  Commodity  Credit  Corporation  to  make  up  the  difference.   The  ability  to  use  the 
Commodity  Credit  Corporation,  thus,  assures  that  we  will  be  able  to  meet  this 
commitment  without  fiuiher  action  by  the  Congress,  the  same  capability  we  had 
following  Hurricane  Andrew. 
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EMERGENCY  CLEANUP  ACTIVITIES 

The  request  includes  a  total  of  $45  million  for  USDA  programs  which  can  be  of 
assistance  to  land  owners  and  communities  in  emergency  cleanup  activities  including 
debris  removal  and  cleanup  and  restoration  of  farmland. 

S2()  million  of  this  amount  would  be  provided  for  the  Emergency  Conservation 
Program  of  the  Agricultural  Stabilization  Conservation  Service  which  would  be 
available  to  provide  cost  shares  of  up  to  64  percent  with  land  owners  to  help  in  these 
activities. 

The  request  al.so  includes  $25  million  for  the  Emergency  Watershed  Program  of  the 
Soil  Conservation  Service  (SCS).   The  SCS  will  work  with  local  communities  and 
officials  in  providing  technical  assistance  and  cost  sharing  for  actions  needed  to  open 
and  restore  water  courses  and  protect  homes,  businesses,  schools,  road  crossings, 
agricultural  land,  and  other  structures.    SCS  has  teams  out  in  the  affected  States,  and 
will  move  swiftly  as  the  water  subsides. 
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ASCS  FARM  PR()(;RAM  CHAiN(;ES 


Waiver  of  Minimum  Size  and  Width  Requirements.    Producers  will  be  pemniited  to 
designate  small  wet  acres  (minimum  size  .1  aero  as  acreage  conservation  reserve 
(ACR)  or  conserving  use  (CU")  acres.    Currenily,  the  minimum  size  is  5  acres.   This 
will  increase  a  producer' s  flexibility  in  dealing  with  the  abnormal  weather  conditions. 

Availability  of  0/92  Program.  .Availability  of  0/92  program  for  farmers  who  have 
enrolled  in  the  program  that  have  been  prevented  from  planting  or  have  failed  acres 
are  eligible  to  participate  in  the  0/92  program.  Producers  will  have  until  July  31  to 
select  this  program  opdon. 

Extend  Time  for  Requesting  Prevented  Planted  Credit.   The  prevented  planting 
deadline  will  be  extended.    Producers  will  therefore  have  until  July  31  to  t"ile  a  request 
for  prevented  planted  credit.    This  action  will  provide  farmers  with  additional  time  to 
make  such  a  request. 

Extend  Crop  Reporting  Dates.   The  reponing  dates  for  spring  seeded  crops  is  being 
extended  to  July  31  in  States  affected  by  the  unprecedented  adverse  weather 
conditions.   The  window  of  opportunity  for  producers  to  make  program  choices,  such 
as  the  0/92  program,  is  extended  with  this  action. 

Refund  of  Advanced  Deficiency  Payments.    When  producers  are  prevented  from 
planting  com  and  opt  out  of  the  program  to  plant  soybeans,  any  advanced  deficiency 
payments  will  be  due.    .Affected  producers  will  be  allowed  to  refund  the  unearned 
payments  within  30  days  or  arrangements  can  be  made  to  repay  in  installments  at  the 
lowest  allowable  interest  rates.   This  action  provides  repayment  under  reasonable 
terms.  Waiver  of  the  refund  of  these  advance  deficiency  payments  is  prohibited  by 
law. 

Coordinated  Services.    1  have  directed  the  Federal  farm  service  agencies  to  coordinate 
their  activities  in  this  effon  to  expedite. service  to  producers. 
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ADDITIONAL  ASCS  FARM  PR()(;RAM  CHAN(;ES 

(Released  7/14/93) 


Farmer-Owned  Reserve  Loans.   The  Department  is  in  the  process  of  amending  the 
Farmer  Owned  Reserve  (FOR)  regulations  to  allow  producers  to  enter  the  FOR.    A 
new  sign-up  period  for  the  FOR  will  be  offered  to  allow  producers  who  did  not  file  an 
intention  to  enter  the  FOR  during  the  sign-up  period  that  previously  ended  April  30. 
Producers  with  warehouse-stored  FOR  loans  would  be  allowed  to  rotate  warehouse 
loan  collateral  with  farm-stored  new  crop  production. 

Loan  Extensions.    Regulations  are  being  amended  to  allow  producers  in  disa.ster 
affected  areas  with  1992  wheat  or  feedgrain  loans  that  mature  in  June.  July,  or  Aueust 
the  opportunity  to  request  to  extend  such  loans  until  September  30,  1993.    Producers 
in  di.sa.ster  affected  areas  with  1992  soybean  loans  that  mature  in  June.  July,  or  Aueust 
would  be  given  the  opportunity  to  request  a  delay  of  .setUement  of  such  loans  untif 
September  30.  1993. 

Conservation  Reserve  Proprnm     ASCS  has  been  directed  to  expeditiously  handle 
requests  in  disaster  affected  counties  for  relea.se  of  Con.servation  Reserve  Program 
(CRP)  acreage  for  emergency  haying  and  grazing  on  a  county-by-county  basis.   This 
will  aJlow  producers  who  utilize  their  CRP  acreage  for  haying/grazing  to  sell  or  rent 
for  unrestricted  use.    The  annual  CRP  payment  will  be  reduced" by  Sclpercent  for  the 
acreage  hayed  or  grazed. 
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FMHA  DISASTER  ASSISTANCE 

Farmer  Programs 

FmHA  will  be  making  available  emergency  loans  tor  physical  losses  to  pay  tor 
replacement  of  buildings,  equipment,  livestock  and  supplies  lost,  to  the  extent  that 
insurance  proceeds  will  not  cover  the  loss.    Cunent  loan  terms  are  4.5  percent  interest 
with  up  to  a  4()-year  repayment  period. 

Emergency  loans  will  be  made  available  and  can  be  made  for  production  losses  to 
cover  a  shortfall  in  income,  due  to  reductions  in  production  a.s  a  result  of  the  disaster. 
Loan  funds  can  be  u.sed  to  pay  creditors,  buy  feed  and  pay  operating  and  family  living 
expenses.   To  qualify,  an  individual  mu.st  have  at  least  a  30  percent  loss  on  I  crop  or 
livestock  enterpri.se.   The  loan  amount  will  be  80  percent  of  the  loss  amount  with 
terms  of  4'/:  percent  interest,  up  to  20  years. 

•  FmHA  will  provide  loan  guarantees,  with  up  to  a  4  percent  interest  subsidy,  can  be 
made  for  operating  and  real  estate  purposes  (purchase  or  refinance  feed.  seed, 
fertilizer,  livestock,  supplies,  etc.).   Terms  are  negotiated  with  the  lender. 

FmHA  will  al.so  make  available  direct  operating  and  real  estate  loans  to  farmers  at 
regular  or  limited  resource  rates. 

•  Loans  which  cannot  be  repaid  may  be  restructured  at  limited  resource  rates  and 
maximum  terms.    If  necessary,  up  to  $300,000  of  FmHA  debt  can  be  written  off  to 
LTcate  a  positive  cash  flow  for  the  farmer.    Payments  may  be  deferred  up  to  5  years. 

•  FmHA  is  prepared  to  waive  various  administrative  requirements  in  di.saster  areas  in 
order  to  facilitate  and  streamline  loan  processing.    FmHA  will  work  closely  and 
coordinate  with  other  Federal  agencies  in  providing  these  Federal  resources. 

Rural  Housing 

•  FmHA  wiU  authorize  a  moratorium  on  FmHA  housing  loan  payments  to  assist 
borrowers  whose  homes  or  employment  have  been  impacted  in  disaster  area. 

•  FmHA  will  authorize  use  of  single  family  housing  inventory  property  to  be  made 
available  to  displaced  families  on  a  short-term  basis. 

FmHA  will  make  available  vacant  515  multi-family  units  to  displaced  families  on  a 
shon-term  basis. 

•  Reserve  loan  funds  in  the  amount  of  $2  million  for  those  borrowers  who  are  not 
covered  bv  insurance.  FEMA  or  SBA  will  be  made  available. 
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Cummunitv  and  Business  Assistance 


Program  authorizations  can  be  utilized  in  Presidentially  declared  natural  disaster 
>ituations.    Under  these  authorizations,  the  Rural  Development  Administration  (RDA) 
could  provide  loan  and  grant  assistance  tor  water  and  waste  disposal  systems  and 
business  and  industry  purposes.    These  authorities  are  limited  to  the  repair  and 
rehabilitation  of  actual  uninsured  losses  not  covered  by  assistance  from  FEMA. 

Community  and  business  assistance  under  RDA's  on-goinc  programs  may  also  be 
provided  in  disaster  areas. 
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FNS  FOOD  ASSISTANCE  PR(J(;RAMS 


Emeriiencv  Food  Stamps 

•  Food  stamps  can  be  made  available  on  an  emergency  basis  to  low  income  households 
who  have  lost  income  to  purchase  food.    A  request  for  emergency  food  stamp 
assistance  from  Illinois  has  already  been  approved.    Other  States  are  expected  to  apply 
soon.    The  Department  is  working  with  State  officials  and  quick  approval  of  requests 
is  expected. 

Emergency  Food  Distribution 

•  USDA  can  make  and  is  making  available  commodities  for  distribution  to  disaster  areas 
where  grocery  stores  are  not  in  operation.   Thus  far,  all  requests  for  commodity 
assistance  have  been  met    Small  quantities  of  USDA  donated  foods  have  been  used  to 
support  meal  services  of  disa.ster  relief  agencies  like  the  Red  Cross  in  South  Dakota, 
Illinois,  and  Mi.ssouri. 


71 


LISTING  OF  ALL  ASSISTANCE  PAYMENTS  AS  PERCENT  OF  NORMAL  VALUE  OF 

PRODUCTION,  CORN  EXAMPLE 

Normal  value  is  gross  return,  including  govenunent  payments  and  market  sales  assuming 
normal  yield  and  expected  market  price. 

Example  farm:  100  acres  of  com  base  and  10  percent  ARP 

Participant  planted  or  prevented  from  planting  90  acres 
Expected  price  before  and  after 

the  flood  =  $2.10/bu. 

Expected  deficiency  payment  rate 

before  and  after  the  flood         =  $0.72/bu. 
FCIC  price  election  =  $2.30/bu. 

ASCS  program  yield  =  125  bu./ac. 

APH  FCIC  yield  =118  bu./ac. 

Expected  yield  (pre-flood)  =  145  bu./ac. 

Disaster  assistance  is  Administration's  proposal,  including  90%  prorate  on  losses  above  75% 
of  production. 

Producer  situation  %  of  normal  return  covered 

Case  L  All  acres  prevented  planted 

1.  Participating  producer 

—No  crop  insurance 

—Disaster  assistance  only  24 

-0-92  payments  only  18 

—Disaster  assistance  and  0-92  payments  37 

-With  prevented  planted  insurance 

—Disaster  assistance  only  25 

-0-92  payments  only  18 

—Insurance  indemnity  only  16 
—Disaster  assistance,  0-92  payments  and 

insurance  indemnity  54 

2.  Nonparticipating  producer 

—No  crop  insurance 

—Disaster  assistance  only  17 

—With  prevented  planted  insurance 

—Disaster  assistance  only  18 

—Insurance  indemnity  only  20 

—Disaster  assistance  and 

insurance  indemnity  38 
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Case  II.   All  acres  planted  but  total  loss 

1.  Participating  producer 

—No  crop  insurance 

--Disaster  assistance  only  24 

--Deficiency  payments  only  20 

--Disaster  assistance  and 

deficiency  payments  38 

—With  crop  loss  insurance. 

—Disaster  assistance  only  25 

—Deficiency  payments  only  20 

—Insurance  indemnity  only  46 
—Disaster  assistance,  deficiency  payments 

and  insurance  indemnity  85 

2.  Nonparticipating  producer 

—No  crop  insurance 

—Disaster  assistance  only  17 

-With  crop  loss  insurance 

-Disaster  assistance  only  18 

—Insurance  indemnity  only  57 

—Disaster  assistance  and 

insurance  indemnity  75 
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PERCENT  OF  NORMAL  PRODUCTION  VALUE  COVERED  BY  ASSISTANCE 

(Corn  Example) 

Producers  have  3  types  of  payments:  crop  insurance  indemnities,  deficiency  payments 
and  legislated  disaster  assistance  as  proposed  by  the  President,  including  catastrophic 
coverage  of  90%  prorate  on  losses  in  excess  of  75  percent  of  production. 

—The  total  payments  a  producer  receives  depends  on  whether  the  producer 
has  crop  insurance,  whether  the  producer  participates  in  the  coimnodity 
program,  and  the  extent  of  loss. 


Example  #1-Participant  with  no  crop  insurance  and  prevented  planted  total  loss: 

Farm  situation:  -The  producer  participates  in  the  corn  program  but  has  no 

crop  insurance. 

-100  base  acres  of  com  base  with  10  percent  ARP;  Participant 
prevented  fi-om  planting  90  acres;  ASCS  yield  =  125  bu./ac.  and 
expected  yield  =  145  bu./ac. 

-Expected  price  before  and  after  the  flood  is  $2.10/bu.  with  a 
$0.72/bu.  deficiency  payment  rate. 

-Expected  gross  return  before  the  flood:  market  return  plus 
deficiency  payments  =  $34,155 


Flood 
Outcome: 


-Disaster  assistance  alone  =  $8,047  or  24  percent  of  expected 
gross  return. 

-Producer  may  also  enroll  in  0-92,  but  cannot  get  deficiency 
and  disaster  pajrments  on  the  same  acre.  Disaster  assistance 
plus  0-92  payments  on  acres  not  covered  by  disaster  assistance 
=  $12,770  or  37  percent  of  expected  gross  return. 


Example  #2-Participant  with  no  crop  insurance,  acreage  planted  with  total  yield  loss: 


Farm  situation: 


-Same  as  #1. 


Flood 
Outcome: 


-Disaster  assistance  same  as  #1.     Deficiency  payments  are 
made  at  the  actual  rate  and  on  total  payment  acres. 

-Disaster  assistance  plus  deficiency  payments  =  $13,040  or  38 
percent  of  expected  gross  return. 
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Example  #3— Participant  with  prevented  planted  crop  insurance  and  prevented 
planted  total  loss: 


Farm  situation:  —Same  as  #1  except  producer  has  prevented  planted  insurance, 

although  we  know  that  almost  no  producers  have  such  coverage. 

Flood 

Outcome:  -Disaster  assistance  =  $8,550.  Crop  insurance  indemnity  (net 

of  premium)  =  $5,473.  Disaster  payment,  insurance  indemnity 
plus  0-92  payment  total  $18,544  or  54  percent  of  expected  gross 
return. 


Example  #4— Participant  with  crop  loss  insurance,  acreage  planted  with  total  yield 
loss: 

Farm  situation:  —Same  as  #1  except  producer  has  crop  loss  insurance. 

Flood 

Outcome:  -Disaster  assistance  =  $8,550.  Crop  insurance  indemnity  (net 

of  premium)  =  $15,494.  Disaster  payment,  insurance  indemnity 
plus  deficiency  payment  total  $28,835  or  85  percent  of  expected 
gross  return. 


Example  #5-Nonparticipant  with  no  insurance,  acreage  planted  with  total  yield  loss: 

Farm  situation:  —Same  as  #1  except  producer  is  not  in  com  program. 

Flood 

Outcome:  -Disaster  assistance  =  $5,033  or  17  percent  of  expected  gross 

return. 

Example  #6-Nonparticipant  with  insurance,  acreage  planted  with  total  yield  loss: 

Farm  situation:         -Same  as  #1  except  producer  is  not  in  com  program  but  buys 
crop  loss  insurance. 

Flood 

Outcome:  -Disaster  assistance  =  $5,347.    Disaster  assistance  plus  crop 

insurance  indemnity  totals  $22,563  or  75  percent  of  expected 

gross  return. 
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USTING  OF  ALL  ASSISTANCE  PAYMENTS  AS  PERCENT  OF  NORMAL  VALUE  OF 

PRODUCTION,  WHEAT  EXAMPLE 

Normal  value  is  gross  return,  including  government  payments  and  market  sales  assuming 
normal  yield  and  expected  market  price. 

Example  farm:  100  acres  of  wheat  base  0  percent  ARE 

100  acres  of  wheat  planted  or  prevented  planted 
Expected  price  before  and  after 

the  flood  =  $2.75/bu. 

Expected  deficiency  payment  rate 

before  and' after  the  flood  =  $1.25/bu. 

FCIC  price  election  =  $3.00/bu. 

ASCS  program  yield  =    28  bu7ac. 

APH  FCIC  yield  =    33  buVac. 

Expected  yield  (pre-Qood)  =   33  buVac. 

Disaster  assistance  is  Administration's  proposal,  including  90%  prorate  on  losses  above  75% 
of  production. 

Producer  situation  %  of  normal  return  covered 

Case  L  Ail  acres  prevented  planted 

1.  Particip>ating  producer 

—No  crop  insurance 

—Disaster  assistance  only  24 

-0-92  payments  only  23 

—Disaster  assistance  and  0-92  payments  41 

—With  prevented  planted  insurance 

—Disaster  assistance  only  26 

—0-92  payments  only  23 

—Insurance  indemnity  only  19 
—Disaster  assistance,  0-92  payments  and 

insurance  indemnity  61 

2.  Nonparticipating  producer 

—No  crop  insurance 

—Disaster  assistance  only  20 

—With  prevented  plzmted  insurance 

—Disaster  assistance  only  21 

—Insurance  indemnity  only  25 

—Disaster  assistance  and 

insurance  indemnity  46 
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Case  II.   AH  acres  planted  but  total  loss 

1.   Participating  producer 

-No  crop  insurance 

-Disaster  assistance  only  24 

—Deficiency  payments  only  25 

—Disaster  assistance  and 

deficiency  payments  42 

—With  crop  loss  insurance 

—Disaster  assistance  only  26 

-Deficiency  payments  only  25 

-Insurance  indemnity  only  52 
-Disaster  assistance,  deficiency  payments 

and  insurance  indemnity  96 

2.  Nonparticipating  producer 

—No  crop  insurance 

—Disaster  assistance  only  20 

—With  crop  loss  insurance 

—Disaster  assistance  only  22 

-Insurance  indemnity  only  70 

-Disaster  assistance  and 

insurance  indemnity  92 
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PERCENT  OF  NORMAL  PRODUCTION  VALUE  COVERED  BY  ASSISTANCE 

(Wheat  Example) 

Producers  have  3  types  of  payments:  crop  insurance  indemnities,  deficiency  payments 
and  legislated  disaster  assistance  as  proposed  by  the  President,  including  catastrophic 
coverage  of  90%  prorate  on  losses  in  excess  of  75  percent  of  production. 

—The  total  payments  a  producer  receives  depends  on  whether  the  producer 
has  crop  insurance,  whether  the  producer  participates  in  the  commodity 
program,  and  the  extent  of  loss. 


Example  #1— Participant  with  no  crop  insurance  and  prevented  planted  total  loss: 

Farm  situation:  —The  producer  participates  in  the  corn  program  but  has  no 

crop  insurance. 

—100  base  acres  of  wheat  that  are  prevented  from  planted; 
ASCS  yield  =  28  bu./ac.  and  expected  yield  =  33  bu./ac.; 
—Expected  price  before  and  after  the  flood  is  $2.75/bu.  with  a 
$1.25/bu.  deficiency  payment  rate. 

—Expected  gross  return  before  the  flood:  market  return  plus 
deficiency  payments  =  $12,050 

Flood 

Outcome:  —Disaster  assistance  alone  =  $2,913  or  24  percent  of  expected 

gross  return. 

-Producer  may  also  enroll  in  0-92,  but  cannot  get  deficiency 
and  disaster  payments  on  the  same  acre.  Disaster  eissistance 
plus  0-92  payments  on  acres  not  covered  by  disaster  assistance 
=  $4,981  or  41  percent  of  expected  gross  return. 


Example  #2— Participant  with  no  crop  insurance,  acreage  planted  with  total  yield  loss: 


Farm  situation:  —Same  as  #1. 

Flood 

Outcome:  —Disaster  assistance  same  as  #1.     Deficiency  payments  are 

made  at  the  actual  rate  and  on  total  payment  acres. 

—Disaster  assistance  plus  deficiency  payments  =  $5,100  or  42 
percent  of  expected  gross  return. 
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Example  #3--Participant  with  prevented  planted  crop  insurance  and  prevented 
planted  total  loss: 


Farm  situation:  —Same  zis  #1  except  producer  has  prevented  planted  insurance, 

although  we  know  that  almost  no  producers  have  such  coverage. 

Flood 

Outcome:  -Disaster  assistance  =  $3,095.  Crop  insurance  indemnity  (net 

of  premium)  =  $2,210.  Disaster  payment,  insurance  indemnity 
plus  6-92  payment  total  $7,286  or  61  percent  of  expected  gross 
return. 


Example  #4— Participant  with  crop  loss  insurance,  acreage  planted  with  total  yield 
loss: 

Farm  situation:  -Same  as  #1  except  producer  has  crop  loss  insurance. 

Flood 

Outcome:  —Disaster  assistance  =  $3,095.  Crop  insurance  indemnity  (net 

of  premium)  =  $6,120.  Disaster  payment,  insurance  indemnity 
plus  deficiency  payment  total  $11,314  or  96  percent  of  expected 
gross  return. 


Example  #5— Nonparticipant  with  no  insurance,  acreage  planted  with  total  vield  loss: 

Farm  situation:  -Same  as  #1  except  producer  is  not  in  wheat  program. 

Flood 

Outcome:  —Disaster  assistance  =  $1,784  or  20  percent  of  expected  gross 

return. 

Example  #6-Nonparticipant  with  insurance,  acreage  planted  with  t/otal  vield  loss: 

Farm  situation:  —Same  as  #1  except  producer  is  not  in  wheat  program  but  buys 

crop  loss  insurance. 

Flood 

Outcome:  -Disaster  assistance  =  $1,896.    Disaster  assistance  plus  crop 

insurance  indeimiity  totals  $8,016  or  92  percent  of  expected 

gross  return. 
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